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BENNY WAMPLER: We’1l go ahead and call the meeting

to order. Good norning. M name is Benny Wampler. I’m
Deputy Director for the Virginia Departnment of M nes,

M neral s and Energy and Chairman of the Gas and G| Board;
and I’11 ask the Board members to introduce themselves.

MASON BRENT: My name is Mason Brent. I’m from

Ri chnond and | represent the G| and Gas I ndustry.
MAX LEW S: My name is Max Lewis and I'm from
Buchanan County and I repre...I’'m a public member.

SANDRA RI GGS: I'm Sandra Riggs with the Office of

the Attorney General and I'm here to advise the Board.

DENNI S GARBI S: My name is Dennis Garbis. I'm a

public menber from Fairfax County.

TOM FULMER: My name is Tom Fulmer. I’'m with the

Departnent of M nes, Mnerals and Energy.

BENNY WAMPLER: The first itemon the agenda is that

the Board on its own notion wll consider adoption and

i npl emrentation of reconmendations fromthe Virginia Gas and
O | Board working group concerning procedures for wthdrawa
of funds from the Gas and 0il Board’s escrow account. The

Board asked ne to chair the conmttee foll ow ng the passage

of Chapter 122 and subsequent approval by the governor of
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that law wth sonme changes that we wanted to determ ne better
ways to not only conply with that |law, but to inprove
procedures that we m ght have...otherw se have. W convened
the working group and I’11 ask M. Fulnmer to report out to
the Board on the results of that.

TOM FULMER: M. Chai rman and nenbers of the Board,

| cone before you today on behal f of your regulatory work
group with the procedural recommendation by them As you
remenber...my renenber, in late 1998 and early 1999, the
Board had been faced with petitions for disbursenent of funds
fromthe escrow account by various parties to sign agreenents
between the conflicting parties. To this end, the Board
aut hori zed the convening of a regulatory work group to | ook
into various neans by which such petitions could be handl ed
whet her by the regul atory process or through a procedura
process. Although this was not the only aspect w th which
the Board granted approval for the group to explore, it is
the main focus of ny presentation today.

On January 19th, 1999 the work group was convened
by M. Wanpler here at the 4-H Center. Various topics was
di scussed i ncludi ng upcom ng RFP for the escrow agent,
brochures which woul d explain the pooling process and the

di sbursenent of funds, tracking requirenents and vari ous
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ot her appropriate topics. It was the consensus of the group
at the first neeting that the pronogation of regulation
shoul d be the |ast option to take. The staff agreed to take
the consensus of the group and return back to the group a
draft recommendation for the review and comment.

In March of this year, HB1921 was signed into the
| aw and becane effective on July the 1st. This bill which
was i ntroduced and patroned by Del egate Bud Phillips required
the Board to order disbursenent of funds within thirty (30)
days fromthe escrow account. Once the Board has received
notice of the Court determi nation, or a petition filed by
parties who have reached and signed an agreenent between the
parties for the settlenent of conflicting clains. You should
have a copy of this piece of legislation in your...in your
documents that we sent to you for this month’s agenda. If
you have reviewed it and have any questions, certainly I'11
be glad to answer any questions | can.

Consi dering the pendi ng enact nent of the
| egislation, the staff drafted a recommendation to the work
commttee for their review. On June 15th, the staff nmet wth
the work group comnmttee and presented its draft
recommendation for the inplenentation of HB1921. After

reviewi ng sone mnor changes to the recommendati on, the work
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group approved the recommendati on for presentation to the
Board. Included in your package is a copy of the approved
recommendation with the changes suggested by the work
commttee and that docunent is starting with this nmenorandum
You should all...all should have a copy of that.

| would like...I would like at this tine, if the
Board so desires, to review the recommendati on with you.

Also in the package is a flowchart. It sinmulates the flow
of the steps required to get to the point of an order for

di sbursenent of funds. The flow chart essentially follows

t he proposal s on page two of the recommendation. Essentially
on page two of the recommendation, it starts out with the
proposed procedures regarding petitions for wthdrawal of
funds fromthe escrow accounts established for coal bed

met hane and gas drilling units.

The first recommendation was a fee of $100 to cover
the cost of processing and handling. Mist...nust acconpany
petitions for the withdrawal of funds filed by conflicting
claimants with the Board pursuant to current regul ations.

The second recomendation, that only those petitions which
contain the witten agreenent, or the decision by the Court,
be considered by the Board as a basis of...for disbursenent

of funds in accordance with Section 45.1-361. 22 Subsection 5,
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which is essential HB1921. The third reconmendati on, that

parties file in the petition for the withdrawal of funds be
required to give notice to all conflicting claimnts within
the tracts subject to the petition. The fourth
recommendation, that the events triggering the comencenent
of the thirty (30) day period be the date of the hearing of
the petition by the Board for the wthdrawal of funds.
Recommendat i on nunber five, once the staff, or the Board,
receives a petition for withdrawal of funds, it wll be
reviewed for conpleteness in action.

Upon conpl etion of this review, the staff will send
out a three part letter with its findings. The letter wll
address the following: Part One, address for the petitioner’s
action fromdocunents on file with the Board fromthe unit
operator pooling order (inaudible) etcetera, verified to the
petitioner the specific units which are the subject of the
petition as well as the tracts within the specified drilling
units which are the subject of the proposed disbursenent and
verified the percentage of interest in the arrogate within
each unit which the unit operator shows attributable to the
petitioner’s conflicting interest in the units. Notify the
petitioner that they nust warrant and represent for those

tracts that are the subject of the petition to the Board at
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the hearing, that the information set forth in the operator’s
filings are correct and constitute the bases for the
petitioner’s quest for disbursement. To the extent that the
petition is not conplete, or to the extent information
contained in the petition is inconsistent with the
information provided by the unit operator, the letter wl|l
poi nt out such inconsistencies and request that the
petitioner provide any mssing information, or to reconcile
the differences between their petition and the suppl enent al
order.

Part B, part two of the unit operator’s action.
Notify the unit operator of the request for disbursenent from
t he escrow account and that they have been added as a party
to the petition. Require that the unit operator file with
the Board an accounting of funds placed on deposit and such
as applicable unit escrow accounts on a tract by tract basis,
and request that, if appropriate, the operator file an
anended affidavit in support of an anended suppl enental order
to reflect any changes in ownership since the filing of the
| ast suppl enental order.

Part C, part three for the escrow agent. Notify
the escrow agent of the pending petition as well as the date

and tinme of the hearing on the petition. Instruct the escrow
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agent to contact the unit operator to reconcile the unit’s
escrow agent on a tract by tract basis including the
al l ocation of accrued interest and fees.

Once these letters have been sent out, and you go
back again, and I just want to nention that in part four of
t he recommendati on, that the events triggering the
commencenent of the thirty (30) day period would be the date
of the hearing of the petition by the Board. So, at that
time at the hearing date then, the Board within thirty (30)
days, if everything is correct, would then order...issue an
order for disbursement. And that is the recommendati on of
the work group and I would like to request that the Board
approve the procedur...the proposed procedures for
i npl ementation of Section 45.1-361.22 Subsection 5 of the
Virginia Gas and Q.

BENNY WAMPLER: 1I’d ask the people here if anyone on

the work conmttee would |ike to say anything at this tine
before the Board takes action?
(No audi bl e response.)

BENNY WAMPLER. M. Ful ner represented there was a

general consensus of these procedures. The staff have
followed these procedures leading into today’s hearing as a

draft to get an ideal of howit m ght expedite the work of
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the Board. Do you have any questions?
(No audi bl e response.)

BENNY WAMPLER: |s there a notion to accept these

procedures and approve these procedures?

MASON BRENT: | nake the notion that we approve

t hese procedures.

DENNI S GARBI S: 1’11 second.

BENNY WAMPLER: Second. Any further discussions?

MASON BRENT: Just...just on further discussion.

BENNY WAMPLER: Yes.

MASON BRENT: The...the thirty (30) day...the

commencenent of the thirty (30) day period, and pardon ne for
being slow on this, but is that subsequent to this part one,
two, three?

TOM FULMER: Okay. I don’t understand your

questi on.

MASON BRENT: Well, and | think I know t he answer,

the part one, twd, three that has to be acconplished before
t he---?

TOM FULMER: Right. Right.

MASON BRENT: ---conmencenent of the hearing

(i naudi bl e) ?

TOM FULMER: Once we receive the petition, then the




1 letter will go out. The letters will go out.

2 BENNY WAMPLER: In other words, they’re trying to
3 resolve a lot of things we’ve been trying to get resol ved

4 here at the Board. Trying to get those resolved before it

5 ever cones to the Board. So that when the Board neets, the
6 Board has it before it all the informati on necessary to nake
7 a deci sion.

8 MASON BRENT: Ckay.

9 BENNY WAMPLER: Any further discussion?

10 (No audi bl e response.)

11 BENNY WAMPLER: All in favor signify by saying yes.
12 (Al nmenbers signify yes.)

13 BENNY WAMPLER: Qppose say no.

14 (No audi bl e response.)

15 BENNY WAMPLER: You have unani nous approval. Thank
16 you.

17 TOM FULMER: Thank you, M. Chairnman

18 BENNY WAMPLER: Thank you. The next item on today’s
19 agenda the Gas and G| Board will consider an anended

20 supplenental order filed by Equitable Production concerning a
21 conventional gas drilling unit identified V-2364. The

22 original order and subsequent supplenental order identified
23 M. Jimmy Sexton as an unlocatable party; and M. Sexton has
24

o 10
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now been | ocated and the anended order is being considered by
the Board in order to disburse to himthose funds on deposit.
This is docket nunber VGOB-94-06/21-0456-01. We’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MR. KISER M. Chairman and nenbers of the Board,
Jim Ki ser on behal f of Equitable Production Conpany.

BENNY WAMPLER: The record will show there are no

others. You may proceed.

JIM KI SER: Ms. Riggs’ office and I have worked
together on drafting this anended suppl enental order to
provide the disbursement of Mr. Sexton’s funds. This is a
well that we forced pooled in 1994 and the well was drilled
in ‘94. He was unlocateable at that time and actually found
equitable. His interest within Tract 8 is .163333. That'’s
his percentage of interest wwthin the unit and we...the
operator has sent a list of the deposits nmade for that
interest to both the... M. Riggs’ office and to the escrow
agent and | believe the anount that has been reconciled is
somewhere in the are of $98.00 and we’d ask the order...the
anended suppl enental order be approved and that you allow the
di sbursenent of that noney to M. Sexton.

BENNY WAMPLER: The i nformati on we have is $98. 34.

11
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Any questions from nmenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: |Is there a notion to di sburse?

MAX LEWS: | make a notion that we disburse.

MASON BRENT: Second.

BENNY WAMPLER: Motion is seconded. Any further

di scussi ons?
(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER: Qppose say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

The next itemon the agenda, the Board wl|l
consider an application filed by Torch Energy Advisors,
| ncor porated, Gayle Henderson, Ral ph Addi son, Hel en McG ady,
Joe Addi son, Evelyn Massey and Coal Muntain M ning Conpany
Limted Partnerships, LLP, (herein after clainmants) to anend
the previous order issued for Unit SLW,, docket nunber VGOB-
92/18-0183-01 for the calculation and thereafter disbursenent
of funds of...to claimants of funds on deposit in the
drilling unit escrow accounts based upon claimants’

stipulated settlenent of their conflicting clains. This is

12
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docket nunber VGOB-92-02/18-0183-02. We’d ask the parties
that wish to address the Board in this matter to cone forward
at this tinme, please.

SANDY FRALEY: Actually, M. Chairman, | believe

that one of our wtnesses in this matter has not yet arrived,
Ms. Gail Henderson. | know she was traveling froma

di stance out of the town this norning and did plan to be here

and hopefully she will be here soon. So, if nobody has an

object...an objection could we defer these and nove forward

with itens...other itens that are on the agenda?

BENNY WAMPLER: Ckay. That woul d nove then to

nunber five on the agenda?

SANDY FRALEY: Yes.

BENNY WAMPLER: A1l right. With no objection, we’ll

do that. The Gas and G| Board will now consider an
application filed by Garden Realty Corporation, Coal

M ni ng...Coal Mountain M ning Conpany Limted Partnership,
LLP and Torch Energy Advisors, Incorporated to anend the
previ ous order issued for Unit SLW, docket nunber VGOB-92-
01/ 21-0185-01 for the calculation and thereafter disbursenent
to claimants of funds on deposit in the drilling unit escrow
accounts based upon claimants’ stipulated settlement of their

conflicting clains to the ownership of the coal bed net hane

13
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gas produced fromthe well(s) located on said drilling
unit(s) and allocable to certain tracts owned by clai mants.
This is today’s docket number VGOB-92-02/18-0185-02. We’d
ask the parties that wish to address the Board in this matter
to cone forward at this tine and introduce yoursel ves,

pl ease.

SANDY FRALEY: I'm Sandy Fraley. I’m here on behalf

of Jill Harrison who is in this matter is representing Garden
Real ty, Coal Muntain Mning, Torch Energy and Pocahontas Gas
Partnership. |If we could go ahead, I think...and junp ahead
alittle bit here and anend two of our applications, | think
we can actually consolidate what | believe are agenda item
nunber five through eleven in this matter. W wll be
anendi ng two of those applications to withdraw the request on
two PGP tracts. So, with that anendnent, it will |eave only
Garden Realty, Coal M ning and Torch Energy as the applicant
and Ms. King and M. WIllianms will be our only w tnesses for
those matters. | think it will nake things go a | ot quicker
if we can just consolidate those for purposes of testinony if
there are no objections.

BENNY WAMPLER: Okay. I’11 go ahead and call those

and we’ll see. In addition to the agenda item I just called,

I'm calling docket VGOB-92-004/21-0216-02 and docket nunber

14



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

VGOB- 92- 04/ 21- 0217- 02, docket nunber VGOB-96-01/16-0530-01,
docket nunber VGOB-96-01/16-0531-01, docket nunber VGOB-95-
04/ 18- 0499- 03, and docket nunber VGOB-95-04/18-0502-02. Wwe’d
ask the parties that wish to address the Board in these
matters to cone forward at this tine.

BENNY WAMPLER: There are no additional parties.

We’d ask, is there any objection to consolidation of these
agenda itens?
(No audi bl e response.)

BENNY WAMPLER: Hearing none, you nay proceed.

SANDY FRALEY: Ckay. | would start then by our
anendnents. In our application for South Longwal |l Nunber 8,
which is agenda item nunber six, we wll be anending that

application to withdraw our request for disbursenent on Tract
nunmber 56A which is showi ng Torch Energy and PGP as
conflicting claimants. | n our application on South Longwal l
Nunmber 9, which is your agenda item nunber seven, we wll be
W t hdrawi ng our application for disbursenment on Tract nunber
75 in that application, which is also Torch and PGP as
conflicting clainmants.

BENNY WAMPLER: Ckay.

SANDY FRALEY: Ckay. Wth those anendnents then, |

think we can proceed. Qur first witness is M. GCeorge

15
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WIllianms, who is with Coal Muntain M ning.

GEORGE W LLI AMS

DI RECT EXAM NATI ON

QUESTI ONS BY Ms. FRALEY:

Q For the record, M. WIIlianms, could you
pl ease state your full nane?

A Yes. M nane is George WIIians.

Q And you are the managi ng partner of Coal
Mountain Mning Limted Liability Partnership?

A That’s correct.

Q And in previous orders of the Board and
certain exhibits, Coal Muntain has been |isted as Coa
Mountai n M ni ng Conpany, Coal Muntain Trust. Are these
entities and predecessors to Coal Mountain Mning Limted
Liability Partnership and basically all one in the sane
entity, sir?

A. That’s correct.

Q Wth the current nane of that entity again

bei ng Coal Mountain M ning Conpany Limted Liability

Par t ner shi p?

16
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A LLP, that’s correct.

Q LLP. To your know edge, has Coal Mbuntain,
Garden Realty and Hugh McRae and are Torch Energy cl aim
conflicting interest to the coal bed nethane in certain
tracts, which we’ll get into a little specifically alittle
| ater?

A Yes.

Q To your know edge, have Coal Mbuntain,
Garden Realty and Hugh McRae and Torch Energy entered into
certain agreenents to resolve these conflicting clains to the

coal bed net hane and to provide how royalties attributable to

these interest will be paid?

A Yes.

Q Okay. Let’s start with Hugh McRae and Torch
Energy. |Is it your understandi ng that Hugh McRae cl ai ned an

interest in certain tracts of land in this unit?

A Yes.

Q Is it also your understandi ng that Hugh
McRae conveyed its interest in the royalty related to the

producti on of coal bed nethane to Torch Energy?

A That’s correct.
Q Okay. If you’ll look at the exhibits for
Sout h Longwal | Nunber 7 and | ook at item nunber three. Is it

17
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your understanding that this is the agreenent by whi ch Hugh
McRae conveyed its interest in the coal bed nethane royalties
to Torch?

A Yes, it is.

Q Okay. Have Hugh McRae, Torch Energy and
Coal Muntain entered into an agreenent resolving their
conflicting clains to the coal bed net hane underlying these

tracts and setting forth how royalties in this in...how the

royalties attributable to this interest will be paid?

A Yes, they have.

Q Okay. If you’ll look at Exhibit Two to
South...again, to South Longwall 7. Is this the agreenent

t hat Hugh McRae, Torch Energy and Coal Muntain have entered
to resolve their conflicting clains and to provide for the
paynent of coal bed nethane royal ties?

A Yes.

Q Have Coal Muntain and Garden Realty entered
into an agreenent resolving their conflicting clains to the
coal bed net hane underlying certain tracts and setting forth

how their royalties are to be paid?

A Yes, they have.
Q Okay. If you’ll look at Exhibit One in this
sane package. |Is this the agreenent that Coal Muntain and

18
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Garden Realty have entered?

A Yes, it is.

Q Okay. Now, let’s get into the specific
units and tracts in which a conflict exists between Coa
Mount ai n and Torch Energy, if we could. Looking at the
application for South Longwall Unit Nunmber 7, Tract nunber
30. To your know edge, does Coal Mountain claimthe oil and
gas underlying this tract and Torch Energy claimthe coal bed
nmet hane as a result of the ownership of the coal ownership of
this tract?

A That’s correct.

Q Ckay. And South Longwal |l Unit Nunber 8.
Agai n Tract nunber 45. To your know edge, does Coal Mountain
claimthe oil and gas interest in this tract and Torch cl aim
the right to the coal bed nethane royalties based on the coa
owner shi p?

A Yes, they do.

Ckay. Based on the agreenents that you’ve
previously testified about, are Coal Muntain and Torch
Energy asking the Board to anend its orders to reflect that
Coal Mountain, Hugh McRae and Torch are no | onger conflicting
claimants to these units?

A. That’s correct.

19
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Q And are Coal Muntain and Torch Energy al so
asking the Board to enter an order directing that the escrow
agent and the operator account for the funds deposited on
behal f of these units and to pay Coal Muntain and Torch the
funds on deposit and all future royalties for their interest
in their units?

A Yes.

SANDRA FRALEY: Okay. Those are all the questions

that | have for M. WIIians.

BENNY WAMPLER: Questions from nenbers of the Board?

SANDRA RI GGS: Coal Mountain Mning LLP, is that the

way. .. Coal Mountain M ning Com . Conpany---?
GEORGE WLLI AVS: Coal Muntain M ning Conpany

Limted Partnership, LLP
SANDY FRALEY: Co. is abbreviated...the Conpany is

abbreviated Co., is that correct?
(No audi bl e response.)

BENNY WAMPLER: Let ne just clean up one...one thing

that’s still on that nanme. |If you recall early, | think you
said Coal Mountain Mning Conpany Limted Liability
Partnership, LLP. Is it Limted Partnership or Limted
Liability Partnership just in the nane itself?

GEORGE WLLIAVS: Limted Liability Partnership.

20
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BENNY WAMPLER: Ckay.

SANDY FRALEY: | believe it is and we omtted that

fromour application. So...

BENNY WAMPLER: | just wanted to get that straight.

SANDY FRALEY: Thank you.

BENNY WAMPLER: Ot her questions of this w tness?

(No audi bl e response.)

BENNY WAMPLER: Do you have anot her w tness?

SANDY FRALEY: Yes. Qur next witness in this case

will be Ms. Betty (Boyd) King.

BETTY (BOYD) KI NG

DI RECT EXAM NATI ON

QUESTI ONS BY MS. FRALEY:

Q Pl ease state your nanme for the record.
A Betty (Boyd) King.
Q And are you the President of Garden Realty

Cor poration?

A Yes.

Q s it your understandi ng that Coal Mountai n,
Garden Realty, Hugh McRae and Torch Energy claimconflicting
interest to the coal bed nethane in certain tracts and certain

uni ts?

21
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A Yes.
Q To your know edge, have coal bed net hane. ...,
Garden Realty and Hugh McRae and Torch entered into an

agreenents to resolve these conflicting clains to the coal bed

met hane and to provide how royalties will be paid?
A Yes.
Q Have Coal Muntain and Garden Realty entered

into an agreenment resolving their conflicting clains to the
coal bed net hane and setting forth how the royalties are to be
pai d?

A Yes.

Q Coul d you al so please | ook at Exhibit One
for Unit 7 and confirmfor us that this is the agreenent that
Coal Mountain and Garden Realty have entered to resolve their
conflicting clains and to provide for the paynent of
royal ti es?

A Yes.

Q Okay. Now, let’s go through the specific
tracts in which a conflict exists between Garden Realty and
Coal Mountain in all of these units. Now, first, is it your
under st andi ng that Coal Mountain clains the ownership of the
coal and that Garden Realty clains the ownership of the oi

and gas underlying these tracts?

22
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A Yes.

Q Ckay. Looking at our application in South
Longwal | Nunber 7, Tract nunber 41B and Tract nunber 41C. Is
it your understanding that that’s the correct interest in
conflicts set forth here? Coal Muntain, the coal and Garden
Realty the oil and gas?

A Yes. Yes. Yes.

Q Okay. And South Longwal | Unit Nunber 8,
whi ch | have the application for you here. We’re showing
Tract 58 and Tract 58A, Coal Mountain claimng the coal and
Garden claimng the oil and gas---7?

A Yes.

Q ---both of those? South Longwall Unit
Nunmber 9. Show ng Tract Nunber 79 and 79E. Again, Coal
Mountain with the coal and Garden with the oil and gas rights
of these tracts?

A Ri ght .

Q Okay. We’re in Unit B28. This one we are
show ng Tract nunber 9 and Tract nunbers 11-13?

A Yes.

Q Unit B29. Tract nunbers 5-11. Coal
Mount ai n coal and Garden oil and gas?

A. Yes.
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BENNY WAMPLER: Sl ow down j ust one second.

SANDY FRALEY: Ckay.

BENNY WAMPLER: I'm with you, but we’re turning more
pages.

SANDY FRALEY: Okay. That’s true.

A Were are we now.

Q Now, we’re on W-29---7?

A 297

Q Yes. Ckay, on W29 just |ooking right now
at Tracts 1 and 2, we’re showing Coal Mountain with the coal

and Garden with the oil and gas?

A Yes.

Q Ckay, also on this application, Garden has a
conflict with Torch on Tract 17 and we’ll come back to that
one in just a second. GCkay, on our last unit which is W30,

on Tract nunber 2, Coal Muntain coal and Garden Realty the
oil and gas?

A Yes.

Q Ckay. Based on the agreenent that you
testified about between Garden Realty and Coal Mountain, are
you asking that the Board anend its orders to reflect that
Garden Realty and Coal Muntain are no | onger conflicting

claimants to those tracts?
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A Yes.

Q And are you al so asking that the Board enter
an order directing the escrow agent and the operator to
account for the funds deposited and to pay Garden Realty and

Coal Muntain the funds on deposit---?

A Yes.

Q ---and all future royalties?

A Yes.

Q Okay. Let’s go back to W-29, Tract 17. Do

| not have that application here for you?

(No audi bl e response.)

Q That unit also includes a tract in which a
conflict exists between Torch and Garden Realty. In this
i nstance, does Garden Realty claimthe ownership of the oi
and gas underlying this tract?

A Yes.

Q Ckay. And does...to your know edge does
Hugh McRae claimto own the interest in the coal underlying
this tract?

A To ny know edge.

Q Ckay. And the application correctly sets
forth this interest to your know edge?

A (No audi bl e response.)
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Q Have Hugh McRae Land Trust and Garden Realty
entered into an agreenent that resolves their conflicting
clainms to the coal bed net hane underlying this tract and

setting forth how royalties---7?

A Yes.

Q ---are to be paid?

A Yes.

Q Ckay. |If you could look at Exhibit Two in

our booklet for W29. Ckay. |Is this the agreenent that Hugh
McRae and Garden Realty have entered to resol ve those
conflicting clains and to provide for the paynent of the
royal ti es?

A Yes. Yes.

Q Ckay. Is it your understandi ng that Hugh
McRae has conveyed its interest in the royalty related to the

producti on of coal bed nethane to Torch Energy?

A Yes.
Q Ckay. |If you could also | ook at Exhi bit
Three in this same booklet for W29. Is it your

understanding that this is the instrunent by which Hugh MRae
conveyed this interest to Torch?
A Yes.

Q Ckay. Based on these agreenents, are Garden
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Realty and Torch asking the Board to anend its order to
reflect that there’s no longer conflicting claims to this
tract?

A Yes.

Q Are you al so asking the Board to enter an
order directing the escrow agent and the operator to account
for the funds deposited and to pay Garden Realty and Torch
the funds on deposit and all future royalties?

A Yes.

SANDY FRALEY: Those are all the questions that |

have for Ms. King.
BENNY WAMPLER: Questions from nenber of the Board?

(No audi bl e response.)

BENNY WAMPLER: Ckay. Do you have any---7?

SANDY FRALEY: |f there are no further questions,

then I would request that the Board grant our applications as
amended with the withdrawal of the Tract 56A on Sout hwest

Unit 8 and Tract 75 on South Longwall... South Longwal |l Unit
Nunmber 9, subject to our review of an accounting which | hope
and assune is going to be provided to us today. |Is that
correct?

LES ARRI NGTON: Yes. | hope it is.

SANDY FRALEY: Ckay.
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SANDRA RIGGS: | just had one question on Tract 75.

That has al ready been disbursed in the |ast round of
disbursements. So, since you’re withdrawing now with respect
to that and the noney has already been di sbursed, how wi ||
t hat be handl ed?

SANDY FRALEY: | amsure that we will be nore than

willing to pay that back into the escrow. That was paid to
PGP, | think. That was a PGP/ Torch tract, is that correct?

SANDRA RI GGS: Torch and PGP. Right.

SANDY FRALEY: Yeah. Yeah, | think that was just

i nadvertently disbursed and we did not nean for it to be

di sbursed and somewhere in the amount of about $1,600, if I'm
thinking, that’s right. 1Is that right, Mr. Looney? Do you
know what the anmount of that disburse---?

BOB LOONEY: I think that’s correct. We’re going to

have to do an anended suppl enental order, | guess, to put
t hat noney back.

SANDRA RI GGS: Well, the supplenental order is

currently show ng Torch/ PGP.
BOB LOONEY: Ri ght.

SANDRA Rl GGS: And that’s incorrect?

BOB LOONEY: That’s incorrect.

SANDRA RI GGS: Ckay.
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1 (Tom Ful mer and Sandra Ri ggs confer anong
t hensel ves.)

BENNY WAMPLER: Any...any further questions from

members of the Board and what you’ve been asked to do here?

BENNY WAMPLER: Do you have a notion?

MAX LEWS: | nmake a notion.
BENNY WAMPLER: Motion to approve as anended.

2
3
4
5 (No audi bl e response.)
6
7
8
9

MASON BRENT: Second.

10 BENNY WAMPLER. We have a notion and second. Any

11 further discussions?

12 SANDRA RI GGS: Subject to an order for the PGP and

13 Torch to redeposit the funds attributable to Tract 75 into

14 the South Longwall 9 escrow account.

15 BENNY WAMPLER: Wth a suppl enental order.

16 SANDRA RI GGS: And an anended suppl enental order

17 BENNY WAMPLER: Anended suppl enental order. W have
18 a notion and a second. Al in favor, signify by saying yes.
19 (Al nmenbers signify yes.)

20 BENNY WAMPLER: Qppose say no.

21 (No audi bl e response.)

22 BENNY WAMPLER: You have approval

23 SANDY FRALEY: Ckay. You are excused. Thank you
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very much. We’ll be finished in just a second.

BETTY (BOYD) KING: I’11 wait.

LES ARRI NGTON: Do you want ne to pass themall out

at once or do you want to go through one at a tine?

BENNY WAMPLER: I’d say pass them all out.

LES ARRI NGTON: Ckay.

BENNY WAMPLER: You’ve got them labeled which ones

we’re doing in the top right...top left hand corner. Are
they all that way?

LES ARRI NGTON: Yes, they are.

BENNY WAMPLER: Get them before us and we’ll go

t hrough t hem

(Les Arrington hands out the spreadsheets.)

(Sandy Fraley confers with Betty (Boyd) King while
t he spreadsheets are bei ng handed out.)

(The Board nenbers confer anong thensel ves while
spreadsheets are bei ng handed out.)

LES ARRI NGTON: We’re holding South Longwall 5,

right?
SANDY FRALEY: Yes. For the nonent.

LES ARRI NGTON: Ckay.

(Les Arrington continues to hand out spreadsheets.)

SANDY FRALEY: 6. We’re...yeah, we’re holding on 6

30



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

al so.

LES ARRI NGTON: 6, al so?

SANDRA FRALEY: Yeah, so we’ll just kind of set that

one over to the side for the moment. Ms. King, you’re not
i nvol ved in this one.

LES ARRI NGTON: Okay. So, we’re going to hold South

Longwall 6 and 77

SANDY FRALEY: 5 and 6.

LES ARRI NGTON: 5 and 6, okay.

SANDY FRALEY: Un- huh.

LES ARRI NGTON: Okay, I'm...all of the spreadsheets

are basically laid out the same. So hopefully, they’re
pretty much self explanatory. Now, for South Longwall 7, 8
and 9, I believe that’s...will be the ones. Those
will...will reflect the past with disbursements. You’ll
notice that there is a problemon there for disbursenents.
The only problems that we’ve seen on those, they’re balanced
t hrough May 31st and it al so shows our Conoco checks going in
on June 30th, but no bank statenent for June 30th. You’ll
notice that there is still sone...for the disbursenents,
there’s still some money in there for the past disbursements
for interest and other than that, I don’t think there’s any

real problenms on them Qur Conoco totals seemto...they
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1 balance with the escrow bank.

2 SANDRA RIGGS: Tract 17 on W 29.

3 LES ARRI NGTON: Okay. That’s the reason. We had
4 that one ms...that tract mslabeled. It should be Tract 5
5 on our escrow sheets here.

6 BENNY WAMPLER: On t hese spreadsheets?

7 LES ARRI NGTON: Yes, on the spreadsheets it should
8 be Tract 5.

9 BOB LOONEY: Tract 5.

10 SANDRA RI GGS: $630. 677

11 LES ARRI NGTON: Yes, ma’am.

12 TOM FULMER: It’s not in Tract 17, is 1it?

13 BOB LOONEY: No, that was the Hugh McRae Tract

14 nunbers sonebody picked up on there. Right?
15 LES ARRI NGTON: The coal ...the Hugh McRae coal Tract

16 17, is what that---.

17 BOB LOONEY: Coal Tract 17, is what that represents
18 that 17.

19 TOM FULMER: But it’s your Tract 57

20 LES ARRI NGTON: Yes, it is.

21 BOB LOONEY: 5.

22 TOM FULMER. So, the petition will now reflect Tract

23 5 instead 177
24
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BOB LOONEY: Tract 5. Right.

SANDRA RI GGS: So, go back the other way. The

accounting is right?

LES ARRI NGTON: Yes.

BOB LOONEY: Yes.

SANDRA RI GGS: Ckay.

BENNY WAMPLER: Woul d you clarify then, just for the

record, what we’re...what we’re...the change that you’re
reflecting?

LES ARRI NGTON: Yes. For Unit nunmber W29, the

original petition that has been filed was for Torch and
Garden, Tract 17. On our spreadsheet, that tract is
represented by Tract nunber 5.

SANDRA RI GGS: Exhibit E shows it as 5 as wel | .

Ckay.
(Sandy Fraley and Betty (Boyd) King continue to
review t he spreadsheets and confer anong thensel ves.)

SANDY FRALEY: Just to make sure | understand how

these spreadsheets are set up and again, I’'m sort of coming
into this new On the left hand side, we have all of the
nmoney that was placed into escrow and then here we have the
changes based on addition of interest.

LES ARRI NGTON: That’s correct.
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SANDY FRALEY: Throughout the time period. So, the

total dollars that we woul d be | ooking at, for exanple, on
South Longwall 7 for Ms. King and Garden Realty’s interest in
Tract 41B and 41C, is actually going to be the last colum,
which is the $1, 1007

LES ARRI NGTON: It will be. Yes, it is. That

shoul d be a running total.

SANDY FRALEY: And that includes all the nonies that

were placed into escrow plus all the interest changes?

LES ARRI NGTON: Yes, it does.

SANDY FRALEY: And these have all been reconcil ed

with the bank records, with the---?

LES ARRI NGTON: They have. We---.

SANDY FRALEY: ---exception of the June 30th

deposit?

LES ARRI NGTON: Ri ght.

SANDY FRALEY: Ckay.

BENNY WAMPLER. Al |l the escrow charges have been

included in there, is that correct, M. Ditz, with the
exception of that June 30th deposit?
(M. Dale Ditz indicates fromthe audi ence, yes.)

BENNY WAMPLER: The record will show that we’re

getting that acknow edgnent.
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SANDY FRALEY: Ckay.

BENNY WAMPLER: What we’re going to do is to take

these, and Ms. Riggs had sent out draft orders, take the
orders one at a time and go through that and see if we can
arrive at a consensus on what that nunber shoul d be that
would go in the order. | think that will keep...keep the
record clear for us and if, you know...if you have trouble
followng that at the tine...reconcile it one at a tine, |
t hi nk.

SANDY FRALEY: Ckay. That’s good. I mean, I...and

| agree with that. M only request would be that if we can
go through and get our nunbers today, that | be allowed to
t ake these back and confirmwth Jill on themto nmake sure
that she has no objection and then follow up with a letter to
you in the next day or so stating that we have no objections.

BENNY WAMPLER: That’s fine.

SANDRA RI GGS: If there’s an objection it would have

to come back to the Board. If there’s not an objection, then
the orders can be entered as we’re going to discuss right
NOow.

SANDY FRALEY: Right.

SANDRA RI GGS: Ckay.

BENNY WAMPLER: That wor ks.
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SANDRA RI GGS: The two that you skipped were the two

with Addi son heirs?

SANDY FRALEY: Right.

SANDRA RI GGS: Ckay.

BENNY WAMPLER: 5 and 6, right?

SANDY FRALEY: Correct.

SANDRA RIGGS: Starting with South Longwall 7, the

first change to the draft order would be that Coal Muntain
Mning will now be Coal Muntain Mning Conpany Limted
Liability Partnership, LLP, fornerly known as Coal Mountain
M ni ng Conpany. The next change is in relief sought
paragraph three where is says, “Disbursement to Torch and
Coal Mountain.”

BENNY WAMPLER: Wait just one second. As they’re

getting orders, do you have any questions?
(No audi bl e response.)

SANDRA RIGGS: I'm sorry, in four where it says,

“Disbursement to Torch and Garden” it should be Coal Mountain
and Garden. Is that correct?

SANDY FRALEY: | think so, yeah

SANDRA RI GGS: Let ne---.

BOB LOONEY: Wi ch one, now?

SANDRA RI GGS: That was an error in the draft order
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for Tract 41B and 41C. The draft order had shown Torch and
Garden when it should have been Coal Muntai n and Gar den.

SANDY FRALEY: Correct.

SANDRA RIGGS: On...in paragraph four, the date of

three part letters that went out in both 4.1 and 4.2, the
bl anks are June 25th of '99. On page three in paragraph 4.3
Sub 4, in the chart Tract 30 is 36.788 acres representing
19. 84411 percent and the funds on deposit in escrow are
$46,332.53. In the next sub paragraph five on the
accounting, Tracts 41B and 41C have been conbined in to one
columm, but 41B is 0.76 acre tract representing 0.40996
percent and Tract 41Cis a 0.16 acre tract representing

0. 08631 percent and the conbi ned anount on deposit for 41B
and 41C is $1,157.59. In paragraph 5.4, the accounting

t hrough June 30th, 1999...as of June 30th, 19997

LES ARRI NGTON: That’s the Conoco accounting. It

does not include for...does not include the banks accounting
for June.

SANDRA RI GGS: Excl usive interest accrued and fees?

LES ARRI NGTON: That’s correct. Our balance is good

t hrough May 31st.

SANDRA Rl GGS: And that’s exclusive of interest and

fees for the nonth of June?
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LES ARRI NGTON: Yes.

SANDRA RI GGS: And the others are just mathenati cal

calculations on the 50...50/50 split which I’11 work those
nunbers out .

SANDY FRALEY: How will we handl e the interest and

fees for that | ast nonth?

SANDRA RI GGS: When will those get posted, Dal e?

DALE DI TZ: Being posted all nonth. W should have
the report nonentarily.

SANDRA RI GGS: So, probably about the tine this

order gets cut | can word it in such a way that those wl|
get included and a nunber. The next one is South Longwal | 8,
docket 0216. Again, Coal Muntain Mning Conpany Limted
Liability Partnership, LLP fornerly known as Coal Mountain
M ni ng Conpany.

SANDY FRALEY: You know, what we should probably in

those....also put fornerly known as Coal Muntain M ning
Trust, because | know in sone of the prior orders and
exhibits, it was shown as Coal Mountain Trust. Isn’t that
right, M. WIllians?

SANDRA RIGGS: It wll...it wll get picked up that

way because---.

SANDY FRALEY: Ckay.
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SANDRA RIGGS: ---1it’s shown as applicants as it’s

shown on the Exhibit E. So, if it---.

SANDY FRALEY: Ckay.

SANDRA RIGGS: In the relief sought, delete Sub 4,

which is the disbursenent for Tract 56A. Paragraph 4.1, the
three part letter dated 6/25/95. 1In charts in paragraph 4.3,
the first one is Tract 45, which is 4.324 acre tract
representing 2.37807 percent of the unit. Funds on deposit
$896.15. So, paragraph five will be del eted because it
refers to Tract 56A. So, paragraph six, Tracts 58 and 58A.
Tract 58 is an 8.23 acre tract representing 4.52626 percent
of the unit. Funds on deposit $1,702.95 cents. Tract 50A is
a 7.14 acre tract representing 3.92679 percent of the unit.
Funds on deposit $1, 506. 90.

BENNY WAMPLER: You said Tract 58A for that?

SANDRA RI GGS:  Un- huh.

BENNY WAMPLER: Yeah. | think you said 50A.

BOB LOONEY: 50A.

SANDRA RI GGS: 58A.

BENNY WAMPLER: Yeah. You said 50.

SANDRA RI GGS: Sorry. The accounting was as of

5/31/99. Does this carry the sane stipulation on posting of

i nterest?
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LES ARRI NGTON: Now, it...it does. There was

not hi ng...we had no checks going into this unit. So, this

bal ance is...our balance and their bal ance as of May 31st.

So, the---.

SANDRA RI GGS: Are the sanme?

LES ARRI NGTON: Are the sane.

SANDRA RI GGS: Ckay.

BENNY WAMPLER: So, does that nean that June 30th
that---.

LES ARRI NGTON: Well, it will still need the bank’s

interest added to it, or whatever fees.....

SANDRA RIGGS: Well, | think the way the order

normal ly reads is the date of the accounting and it’s 5/31
and they’re to disburse this amount together with any

i nterest accruing after that date through date of

di sbur senent.

BENNY WAMPLER: Ri ght .

SANDRA RI GGS: The next one is South Longwal | 9,

docket 0217. The nane of the applicant again changes Coal

Mountain M ning Conpany Limted Liability Partnership, LLP

formerly known as Coal Mountain M ning Conpany and the relief

sought reference to Tract 75 will be deleted. The three part

letter dates that go in the blanks in 4.1 and 4.2 is June
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25th of '99. On page three in the chart contained in Sub
paragraph 6, Tract 79 is a 9.19 acre tract representing
5.03484 percent of the unit. Funds on deposit $1, 778. 39.
Tract 79E is a 4.28 acre tract representing 2.34485 percent
of the unit. Funds on deposit $828. 28.

LES ARRI NGTON: Go back

SANDY FRALEY: Go all the way to the end for that

one. 79C
SANDRA RI GGS: Back the other way.

BENNY WAMPLER. Ot her way. It should be right there

on your right.

SANDY FRALEY: Yeah, here it is.

SANDRA RI GGS: 828. 28.

SANDY FRALEY: Yeah.

SANDRA RI GGS: And the accounting is as of 5/31/99.

The next one is the V-28 drilling unit, docket 0530. Coal
Mountain M ni ng changes to Coal Muntain M ning Conpany
Limted Liability Partnership, LLP formerly known as Coal
Mountain M ning and Coal Muntain Trust. The date of the
three part letters in 4.1 and 4.2 is June 25th of '99. 1In
paragraph 4.3 Sub 3 in the chart, Tract nunber 9 is 0.13 acre
tract representing 0.1643 percent of the unit. Funds on

deposit $127.00. Tract 11-13 is a 1.03 acre tract
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representing 1.2890 percent of the unit. Funds on deposit
$1,006.24. Date of the accounting 5/25/99.

BENNY WAMPLER: There agai n your Consol funds

there’s still...there are funds on deposit as of 6/30 though,
right?
LES ARRI NGTON: Yeah. On this one is....stops at

5/25 and that’s where we were updated to.

BENNY WAMPLER Ckay. Al right.

SANDRA RI GGS: The next is onis the V-29 drilling

unit, docket 0531. Coal Mountain M ning changes to Coa
Mountain M ning Conpany Limted Liability Partnership, LLP
formerly known as Coal Mount...Coal Mning...Muntain Mning
and Coal Mountain Trust. The three part letter dates in 4.1
and 4.2 are 6/25/99. 1In the chart on paragraph 4.3 Sub 3,
Tracts 5-11 17.29 acre tract representing 21.6125 percent of
the unit. Funds on deposit $18,080.41. The date of the
accounting is April 24th, 1999. The next one is Unit W29,
docket 0499. Coal Mountain M ning changed to Coal Muntain
Mning Limted Liability Partnership LLP fornmerly known as
Coal Mountain M ning and Coal Mountain Trust. References to
Tract 17 throughout changed to Tract 5. Footnote nunber two
w Il now conme out because the tract nunbers changed to be

consistent with the Exhibit E. The three part |letter dates
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in 4.1 and 4.2 wll be 6/25/99. The chart on page three in
paragraph 4.3 Sub 3, Tracts 1 and 2 represent 37.58 acres or
46. 97500 percent of the drilling unit. Funds on deposit

$20, 787.49. In Sub paragraph 4 for Tract 5 which was
formerly designated 17, it’s a 1.2 acre tract representing
1. 57500 percent of the drilling unit. Funds on deposit
$630.67. The date of the accounting is June 25th, '99. The
| ast one is the W30 drilling unit, docket 0502. The nane of
the applicant Coal Munt...Coal Muntain Mning and Coal
Mountain Trust is changed to Coal Muntain M ning Conpany
Limted Liability Partnership, LLP, fornerly known as Coa
Mountain M ning and Coal Mountain Trust. The three part
letter dates in 4.1 and 4.2 are June 25th, '99. The chart in
paragraph 4.3, Sub 3, Tract 2 is a 0.15 acre tract
representing 0.18750 percent of the drilling unit. Funds on
deposit $102.80. The accounting is as of June 25th, '99.
The order of docket 0217 which was the South Longwall 9
drilling unit were contained in an order that the applicants
that previously received the noneys on Tract 75 redeposited
frominto the escrow account and that an anended suppl enent al
order be filed to correct that?

LES ARRI NGTON AND BOB LOONEY: (Indicates in the

affirmative.)
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BENNY WAMPLER. These exhi bits that you handed

out...the exhibit...the other exhibits that really haven’t
been noved into the record. Do you want to do those right
before B-29 and W30, XLW) and V-28?

SANDY FRALEY: Yeah, at this tine, you know, | would

just like to nove to introduce them as evidence in the
appropriate docket nunber. They all contain the sane
exhibits that we have gone through al ready.

BENNY WAMPLER: Ri ght .

SANDY FRALEY: They’re just additional copies of the

agreenents for the record for each individual application.

BENNY WAMPLER: | understand. | just want to get

theminto the record.

SANDY FRALEY: Thank you very nuch.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)
BENNY WAMPLER: Do you have anything further?
SANDY FRALEY: No, | do not.
BENNY WAMPLER. M. Arrington, do you have anyt hi ng
further?

LES ARRI NGTON: No.

SANDRA RI GGS: This is an anended suppl enent al
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or der.

BENNY WAMPLER: Do | have a notion?

MASON BRENT: Mr. Chairman, I’d move that we grant

t he di sbursenents.
MAX LEWS: And | second it.

BENNY WAMPLER: Motion is seconded. Any further

di scussi ons?
(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. (Opposed say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. D d

this process work okay for everyone involved where we’re
shifting to the new process?

SANDRA RI GGS: The tine is tight.

LES ARRI NGTON: I’d just like it, you know...there

was ni ne of them It takes a little while.

CLAUDE MORGAN: Just don’t give us any more than

this past one.

BENNY WAMPLER: W coul d say the sane thing.

SANDY FRALEY: And I can’t tell you for what Jill

has planned. So...
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MASON BRENT: M. Chairman, is it possible for...for

this party here to see these balances prior to comng to this
meet i ng?

BETTY (BOYD) KING: Yes, wouldn’t that be nice?

SANDY FRALEY: Yes.

LES ARRI NGTON: Yeah. Ckay.

MASON BRENT: So, we don’t have to sit here and go

t hrough this.
LES ARRI NGTON: | apol ogize for that. Normally we

woul d have. When we got them fini shed m d-week | ast week and
started reviewing them oops, we found a m stake. So, we had
to go back and redo them and they were just finished over the
weekend this tine.

BENNY WAMPLER: The process calls for that to where

we have tinme and, | ike I say we didn’t try to hold them for
the Board procedure this tinme that the Board had to approve,
but we were testing the procedure to see how it would work
and it appears that it is going to expedite. But ideally,
yes, they would have the nunbers at | east a week in advance.

MASON BRENT: Ri ght .

BENNY WAMPLER: And | ook at them and resol ve those

so that when we come here, we’re getting numbers plugged into

the order that we’re actually approving without having to go
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back. In this case what...what we are approving is that they
wll be able to take...take the nunbers back and verify them
If they agree with them, they’1ll send us a letter saying so.
If they don’t, they will be set for the next month’s docket
to resol ve those di screpanci es.

MASON BRENT: | just like it better when they cone

here in agreenent.

BENNY WAMPLER: Me t oo.

SANDY FRALEY: And so do we.

BENNY WAMPLER: Thank you very nuch. Are your other

parties here?

SANDY FRALEY: | believe Ms. Henderson is here.

BENNY WAMPLER: Everybody okay to go ahead and cal

t hose---7?
MAX LEW S: Yeah.

BENNY WAMPLER: ---and get those...and then we’ll

take a break after that? The next itemon the agenda the
Board will consider is an application filed by Torch Energy
Advisors, I’'m going back now, and incorporated Gayl e

Hender son, Ral ph Addi son, Helen MG ady, Joe Addi son, Evel yn
Massey and Coal Mountain Mning Limted Liability

Part nershi p, LLP, docket nunber VGOB-92-02/18-0183-02. And |

beli eve you said the other one can be consolidated as well.
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Docket nunber VGOB-92-02/18-0184-027?

SANDY FRALEY: That is correct.

BENNY WAMPLER: We’d ask the parties that wish to

address the Board in these matters to cone forward at this
time, please. |If you will, introduce yourselves for the
records, please.

SANDY FRALEY: Again, I'm Sandy Fraley here on

behal f of Jill Harrison who represents Torch Energy, The
Addi son heirs and Coal Mountain Mning in these matters.

Wth nme today, | have Gayl e Henderson who is president and

will testify on behalf of the Addi son heirs and, again, also

M. CGeorge WIllianms who.. . Wllianms who is here with Coa
Mountain Mining. Let’s start off on these with Ms.

Hender son

GAYLE HENDERSON

DI RECT EXAM NATI ON

QUESTI ONS BY MS. FRALEY:

Q I f you could please again for the record,
just state your nane.
A I’'m Gail Henderson.

Q And are you one of the heirs of Ernest

Addi son nanmed in the application filed in these two matters?
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A Yes, | am

Q Are you, Ral ph Addi son, Helen MG ady, Joe
Addi son and Evel yn Massey the heirs of Ernest Addi son?

A Yes.

Q Is it your understanding that prior orders
of the Board lists Myrtle Addison as an heir of Ernest

Addi son who is entitled to a one-third of his interest.

A Yes.

Q Was Myrtl e Addi son your nother?
A Yes.

Q And is she now deceased?

A. Yes, since ‘94.

Q kay. As a result of your mother’s death,
are you, Ral ph Addi son, Helen MG ady, Joe Addi son and Evel yn
Massey the sole heirs of Ernest and Myrtl e Addi son and
entitled to a 100 percent interest in the Addison heir
tracts?

Yes.

Ckay. Do the Addison heirs clai mownership
of the oil and gas underlying certain tracts underlying the
units of South Longwall 5 and under South Longwall 67

A Yes.

Q Okay. If you’ll just take a quick look at
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these application. This is the application that was filed in
South Longwal | 5, showi ng Tract 16A. |Is the Addison heirs
claimng the oil and gas?

A Yes.

Q And is that interest correctly shown forth
in that application?

A Yes, to ny know edge.

Q Okay. The application for South Longwall 6
is show ng the Addi son heirs. Tract 27A is claimng the oi
and gas in that tract. To your know edge, is that---7?

A Yes, to ny know edge.

---set forth correctly? Okay. And to your
know edge, does Hugh McRae Land Trust claimthe ownership of
the coal underlying those sane tracts?

A Yes, | believe so.

Q And have the Addison heirs and Hugh MRae
entered into an agreenent resolving this conflict to the

coal bed net hane and setting forth how royalties are to be

pai d?
A Yes.
Okay. See what | did with the exhibits on
this one. |If you can |look at the exhibits for South Longwal

5. Looking at Exhibit nunber One, is that a copy of the
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agreenent which was entered into by the Addi son heirs and the
Hugh McRae Trust to resolve the conflicting clains?

A Yes, ma’am.

Q Ckay. To your know edge, has Hugh MRae
conveyed its interest in all the royalty related to the
production of coal bed methane fromthese tracts to Torch
Ener gy?

A I believe that’s correct.

Q Okay. And if you’ll look at, let’s see,
Exhibit Three, | believe. |Is it your understanding that
that’s the agreement by which that conveyance was made?

A Yes, | believe it was.

Q Based on the agreenents between the Addi son
heirs and Hugh McRae, are you asking the Board to anend its
orders to reflect that the Addison heirs and Hugh MRae,

Torch Energy are no |longer conflicting claimants in these

tracts?

A Yes, | believe so.

Q Are you al so asking the Board to enter an
order directing the escrow agent and the operator to account

for the funds deposited and to pay the Addison heirs and
Torch Energy the funds on deposit as well as all future

royalties for their interest in these units attributable to
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t hese tracts?

A Yes.

Q Do the Addi son heirs desire that their
portion of the funds be transferred actually into a trust
account of Penn Stuart for distribution to the Addi son heirs?

A Yes, ma’am.

SANDY FRALEY: Okay. Those are all the questions

that | have for Ms. Hender son

BENNY WAMPLER: Does the unit operator have

everything they need to anend the suppl enental order?

BOB LOONEY: Uh-huh. Yeah. I don’t think we have a

copy of the agreenent or anything yet. W would need
sonething to designate if...l nean, if they want future
royalties going into the trust account, then we woul d need
sonething fromthem

SANDY FRALEY: Actually future royalties, and

apol ogi ze for that, what we want to have are just the itens
that are in disbursenent comng into our trust account and
future royalties to be paid directly to the Addi son heirs.
just wanted to go ahead and put on the record that they were
in agreenment with the noneys in escrow comng into our trust
account so that when we gave wire transfer instructions to

the bank to transfer to Penn Stuart’s trust account, they
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woul d under st and t hat.

BOB LOONEY: | think we need sonething though, you

know, for this last supplenental order.

SANDRA RIGGS: In order to anend their Exhibit Eto

their supplemental order they’ll need, what, a copy of the
death certificate and...or I don’t know what you normally get
in way of title docunents on an heirship situation, but---.

SANDY FRALEY: It was ny understandi ng that |

t hought that information had previously been provided, but I
do have a copy---.

BOB LOONEY: | think we got all of the heirs. Yes,

we’ve got all the heirs and every...all we would need would
be a copy of the agreement that they’ve signed showing how
they want it---.

SANDRA RIGGS: Oh, the...the exhibit?

BOB LOONEY: Yeabh. Yeabh.

SANDY FRALEY: Ckay.

BENNY WAMPLER. Do you have an extra copy of the

exhi bits that you could give himtoday?

SANDY FRALEY: Yeah, | do.

BENNY WAMPLER: Ckay.

SANDY FRALEY: We’1ll get you a copy of that exhibit.

BENNY WAMPLER: And I’'m sorry. Is that all the
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gquestions you have of this w tness?

SANDY FRALEY: Yes, it is.

BENNY WAMPLER: Any questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER: All right. Call your next w tness,

pl ease.

SANDY FRALEY: Ckay.

GEORGE W LLI AMS

DI RECT EXAM NATI ON

QUESTI ONS BY MS. FRALEY:

Q Agai n, could you pl ease state your nane for
t he record?

A My nane is George WIIians.

Q And are you the managi ng partner of Coal
Mountain Mning Conpany Limted Liability Partnership, LLP?

A Yes, ma’am.

Q Ckay. In pre...again in previous orders and
exhi bits, Coal Muntain has been |isted as Coal Muntain
M ni ng Conpany and Coal Mountain Trust. Are these entities
predecessors to Coal Mountain M ning Conpany Limted

Liability Partnership and basically all one and the sane
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entity?

A Yes.

Q kay. Does Coal Muntain Mning claimthe
ownership of the oil and gas underlying a certain tract under
the unit for South Longwall 5 and South Longwal |l 67

A Yes.

Q Okay. Looking at these applications
qui ckly. Start with South Longwall 5 showing Tract 5. |Is
Coal Mountain claimng the oil and gas, and to your
know edge, Torch clains the coal bed nethane royalties by
virtue of the ownership of the coal ?

A Yes.

Q Ckay. South Longwall 6, again, Tract 19
Coal Mountain claimng based on oil and gas ownership and
Torch based on coal ownership?

A Yes.

Q Ckay. To your know edge, Hugh McRae Land

Trust has conveyed its interest in the royalty related to

Torch as set forth in...in the application, is that correct?
A Yes.
Q Ckay. And to your know edge, this is

pursuant to the agreement which is set forth, and let’s go

back to where...what did | do with nunber 5, just to verify
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that again? That will be Exhibit Three. That’s the
assignment from Hugh McRae to Torch in the royalty interest?
A Yes.
Q Ckay. And have Hugh McRae, Torch Energy and
Coal Muntain entered into an agreenent resolving the
conflicting clains to the coal bed net hane and setting forth

how royalties are to be paid?

A Yes, they have.
Q Okay. If you’ll look at Exhibit Two in this
sane package. |Is this the agreenent that the parties have

entered into?

A It is.

Q Ckay. Based on these agreenents, are Coal
Mount ai n and Torch Energy asking the Board to anend its
orders to reflect that Coal Muntain, Hugh McRae, Torch
Energy are no longer conflicting claimants to these units?

A That’s correct.

Q Are you al so asking the Board to enter an
order directing the escrow agent and the operator to account
for the funds on deposit and to pay Coal Muntain and Torch
Energy the funds on deposit as well as all future royalties
for their interest on these units?

A. Yes.
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SANDY FRALEY: COkay. Those are all the questions

that | have of M. WIIi ans.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: We’11l go through the orders like we

did. Do you have another sheet so that---?

LES ARRI NGTON: You al ready have South Longwal | 6.

BENNY WAMPLER: W have...we have...we have 6. W

need 5.
(Les Arrington hands out spreadsheets.)
(Sandy Fraley confers with Gail Henderson.)
BENNY WAMPLER: Do you have anything to offer in way

of clarification before we get started with this, M.
Arrington?

LES ARRI NGTON: No, I don’t.

SANDRA RIGGS: Wth respect to the proposed order

for the South Longwall 5 drilling unit, docket 0183. The
first change is that the unit operator has acknow edged t hat
they have the informati on necessary to anend the suppl enent al
order inits Exhibit Eto reflect that Myrtle Addison is
deceased and that a 100 percent of her interest has passed to

the five heirs naned in the application; and, therefore, the
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application involves a 100 percent of the noney attributable
to Tract 16A as opposed to two-thirds of that...of those
funds. The three part letter is dated 6/25/99, and in the
charts on page three of the proposed, with respect to Tract 5
is a 5.9710 acre tract representing 1.32549 percent of the
drilling unit. Funds on deposit $4,912.42. Wth respect to
Tract 16A, it is a 1.79 acre tract representing 0.39736
percent of the drilling unit. Funds on deposit $1, 291. 64.
Footnote two will now cone out. And the accounting is as of
June 30th, 1999. Wth respect to the South Longwall 6
drilling unit, docket 0184, the same coments apply with
respect to the Addison heirs. There will be an anended
suppl enental order deleting Myrtle Addi son as deceased and
showi ng the five heirs naned as the applicant as entitled to
a 100 percent of the funds on deposit for Tract 27A. The
three part letter is dated June 25th, '99. On page three in
the chart for Tract 19, it’s a 32.476 acre tract representing
17. 46820 percent of the drilling unit. Funds on deposit
$60,213.63. With respect to Tract 27A, it’s a 2.563 acre
tract representing 1.37859 percent of the drilling unit.
Funds on deposit $4,917.68. Again, footnote two will cone
out and the accounting is as of June 30th, 1999.

SANDY FRALEY: Those appear to be fine with ne.
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Agai n, subject to the sane request that we be allowed to take
t hem back and review those and al so sane as before, | guess,
| should introduce the exhibits in both of these since we
didn’t go through both of those, so that we have all the
exhibits for both South Longwall 5 and South Longwal |l 6.

BENNY WAMPLER: They’re accepted. Any other

questions from nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER. Do | have a notion to approve these

appl i cations?
MAX LEWS: | make a notion that we approve as
present ed.

MASON BRENT: Second.

BENNY WAMPLER: Motion is seconded. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER. QOpposed say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you.

SANDY FRALEY: Thank you.

LES ARRI NGTON: Thank you.
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BENNY WAMPLER: We’1l take a ten minute recess while

the other parties get set up.
(Break.)

BENNY WAMPLER: So, we have a request to conti nue

14, 15, 16 and 17 and 21, 22, 23 and 24. In order to all ow
time to affect a | ease?

MARK SWART: To try and affect a | ease, yes.

BENNY WAMPLER: Wt hout objection, those are

continued. The next itemon the agenda, is the Board wl|
consider a petition from Pocahontas Gas Partnership for
rehearing for pooling of a coal bed nethane unit identified as
W47. This is docket nunmber VGOB-98-11/17-0699-01. We’d ask
the parties that wish to address the Board in this matter to
come forward at this tine.

MARK SWARTZ: Les Arrington and Mark Swartz for

Pocahont as Gas Part nershi p.

BENNY WAMPLER: The record will show there are no

others. You nmay proceed.

MARK SWARTZ: We’ve got some exhibits here.

(Les Arrington hands out exhibits.)

MARK SWARTZ: Ckay. W47 was a unit that was pool ed

in November of '98 and at the time it was pooled...the reason

we’ re back here with an old one, is at the time it was pooled
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we...we referred to a group of heirs as the Fred Smth heirs
and actually it should have been the Frank Smth heirs. So,
we’re back here to straighten that out and | believe...Les,
you’ve also obtained some leases in the meantime so the

per cent age may have changed a little bit and---7?

LES ARRI NGTON: It has.

MARK SWARTZ: ---and identified nore of the heirs,

is that correct?

LES ARRI NGTON: It has.

MARK SWARTZ: So, that...but that’s the reason we’re

back. Let’s go ahead here then. You need to be sworn, I
woul d i magi ne.

(Wtness is duly sworn.)

LES ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol |l ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q What’s your name?

A Leslie K Arrington.
Q Who do you work for?
A Consol .
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Q And what is your title with then?

A Permt specialist.

Q Did you prepare the notice of hearing and
the application, and either prepare, or cause to be prepared,
the exhibits that have been filed wth the Board today

concerning the repooling or nodification of unit WA47?

A Yes, | did.

Q Ckay. And this is an Gakwood | unit?

A Yes.

Q And have you passed out today spreadsheets

to the Board nenbers?
A Yes, | did.
MARK SWARTZ: (Ckay. This is a kind of a sheet that

Les and | have been using. | thought it would be helpful to
just copy it and let you have it. It sunmmarizes sone of the
pertinent information that the testinony is directed to. It
has the five units that we’re going to be pool...or trying to
pool today starting with W47.

Q Les, with regard to the spreadsheet, does W
47 and the other units that are listed here set forth
publication information, mailing, standing, the anount of
int...the kind of interest to be pooled and the anount of

interest to be pooled with regard to each of the units at
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I ssue today?

A Yes, it does.

Q Ckay. And these nunbers are pulled fromthe
application and exhibits in each instances, is that correct?

A Yes, it is.

Q kay. Wth regard to W47, could you just
wor k your way across and indicate the information...the
rel evant information that the Board needs concerning W47?

A Yes. This...this was published in the
Bluefield Daily Tel egraph on June 18th, 1999. The nail
notice was on 6/18/99. W have a 100 percent of the
coal bed. .. coal ... coal bed nethane | eased. 79.30...38921
percent of the o0il and gas leased. And we’re seeking to pool
20. 61079 percent of the oil and gas interest. There is an
existing well on this unit. CBM PG W47 permt nunber 4007.

That permt was issued on Novenber the 5th, 1998. The well

was drilled to a total depth of 2100...2,101 feet at an
estimated cost of $237,979. 10.

Q And this...the applicant here is Pocahontas
Gas Partnershi p?

A Yes, it is.

Q Ckay. And is Pocahontas Gas Partnership a

Virgi nia General Partnership?
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A Yes.

Q Are the two partners in that partnership
Consol i dati on Coal Conpany and Conoco, Inc.?

A Yes.

Q Who is it that the application seeks to have
appoi nted as desi gnat ed operator?

A Pocahont as Gas Part ner shi p.

Q | s PGP authorized to do business in the
Commonweal t h?

A Yes, it is.

Q Has it registered with the DM..wth the
Departnent of M nes, Mnerals and Energy and does it have a
bl anket bond on file as required by | aw?

A Yes.

Q Are the nanmes of all the respondents |isted
in Exhibit B3?

A Yes, they are.

Q You’ve already indicated when you mailed to
them correct?

A Yes, | have.

Q And for every respondent |listed on B-3 that
you have an address, did you send certified nmail?

A Ve did.
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Q Have you filed the proof of mailing and

rel ated exhibits wth the Board and M. Ful ner today?

A Yes, | have.

Q Do you wi sh to add any respondents?

A No.

Q Do you wi sh to subtract any by di sm ssing

t hent?

>

No.
When you published as you previously
i ndi cated, did you publish the notice of hearing?
A Yes, we did.
Q Ckay. Could you describe the |ease terns
that PGP has been offering in this area and, in fact, to

fol ks who have leased in this unit?

A Yes. 1It’s a one-eighth royalty, a five year
term

Q s there a rental ?

A Yes. A $1 per acre. I'm sorry.

Q And how long is the rental payable?

A Five years.

Q Ckay. And after production commences, what
generally would the | eases provide with regard to the rental ?

A It woul d stop.
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Q And the royalty woul d be payabl e at that
poi nt ?

A That’s correct.

Q Wul d you recommend those terns to the Board
in the event the unit is pooled as terns to be inserted in
any order concerning a deened to have | ease provision?

A Yes, we woul d.

Q This is an eighty acre frac unit?

A Yes, it is.

Q Under Gakwood |7

A Yes.

Q And you seek...you’re seeking to pool the
seans fromthe tiller on down?

A Yes, we are.

Q Ckay. And if you turn to Exhibit B3 in your

application, there’s a final column which is described as
interest inunit. Do you see that?

A That’s correct.

Q And for purposes of calculating royalty, or
cal cul ating what the carried interest conputation m ght be,
or the contribution if there’s participation is that the
rel evant percentage---?

A. Yes, it is.
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Q ---for each of the people that are being
pool ed?

A It is.

Q Okay. There’s one well currently in this

unit, correct?

A It is. Yes.
Q Are there any nore contenplated at this
time?
No.

And did that well require a |location
exception?

A No.

Q Ckay. Wuld you recomrend the plan for
development of the coalbed methane in this unit that’s
depicted in the exhibits to the application to the Board as
reasonabl e way to devel op coal bed net hane and a reasonabl e
way to protect the correlative rights of the owners of the
met hane?

A Yes.

Q The only other point | would nake is that
the only fol ks who would be required to have an el ection here
woul d be the people that are being pooled as Frank Smth

heirs?
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A That’s correct.

Q And the people that were previously...their
interest have not...their percentage of interest has not
changed?

A It did not.

Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Board? M. Ful mer.

TOM FULMER: | just have a question on your Exhibit

A, page two. You’ve got two different percentages there and
| understand probably 20 percent of the 699.
LES ARRI NGTON: Yes.

TOM FULMER: VWhat was 699-01 and 15 percent?

LES ARRI NGTON: Ckay. The original application 0699

there was 20. 61079 percent pooled. This application 01
represents 15.55 percent of that.

TOM FULMER: For the Franklin---?

LES ARRI NGTON: Frank Smth heirs, yes.

TOM FULMER: Ckay.

SANDRA RI GGS: So, the nunmber that we use instead of

this 20.6107 whatever on the chart is really 15.55 for those-

-2

MARK SWARTZ: |t depends on how you express it. |
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mean the total interest that was required to be pool ed was
20.61079. This nodification only affects a part of that.
But 1...you know. ..you know, you could pick either nunber,
Sandy, as long as you describe it.

SANDRA RI GGS: Ckay.

BENNY WAMPLER: O her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: Motion to approve?

MAX LEWS: | nmake a notion that we approve it.

DENNI S GARBI S: | second.

BENNY WAMPLER: The notion is seconded. Any further

di scussi ons?
(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER: Qppose say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Pocahontas Gas Partnership for
a rehearing for a pooling on a coal bed net hane unit

identified as 0-37. Relief sought in the application is the
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addition of respondents to those identified in the original
pooling application. Today’s docket number VGOB-98-16/ 16-
0669-01. We’d ask the parties that wish to address the Board
inthis matter to come forward at this tine.

MARK SWARTZ: Les Arrington and Mark Swartz. W

have sone exhibits with regard to this as well.

(Les Arrington passes out exhibits.)

LES ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q You need to state your nanme again, Les.
A Leslie K Arrington.
Q I’11 just remind you that you’re still under

oath. Wwo do you work for?

A Pocahont as Gas.

Q And who'’s the applicant with---?

A I'm sorry. Consol.

Q Okay. And who’s the applicant with regard

to this application?

A. Pocahont as Gas.
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Q And did you in the course of your duties
prepare the notice of hearing, the application and either
prepare or cause to be prepared the exhibits that were
submtted as wel | ?

A Yes...yes, | did.

Q Ckay. |s Pocahontas Gas Partnership a
Virginia General Partnership?

A Yes.

Q And the two partners in that partnership are
Consol i dati on Coal Conpany and Conoco, Inc.?

A Yes.

Q Are you requesting that Pocahontas Gas
Partnership for designated the unit operator by the Board?

A Yes, we are.

Q | s Pocahontas Gas Partnership authorized to
do business in the Coormonwealth, registered with the
Departnent of M nes, Mnerals and Energy and does it have a

bl anket bond on file as is required by | aw?

A Yes, it does.

Q Is this an eighty acre frac unit?

A Yes, it is.

Q And are you seeking to pool that unit from

the tiller on down?
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Yes, we are.

Q Again, with regard to the chart that you
passed out earlier today, does it have a roll pertaining to
this unit 0-37?

A Yes, it does.

Q And coul d you summari ze or go
through...review that information with the Board?

A Yes, | can. This unit 0-37 public...it was
mai |l ed on June 18th, 1999. It was published on July 3rd,
1999.

Q Ckay. Wien it was published what...what did
t he newspaper print it?

A Blue...Bluefield Daily Telegraph. It was
publ i shed our notice of hearing.

Q Ckay.

A W have | eased 99. 99360 percent of the coal.

99. 99360 oil and gas interest and that does include sone
forced pooled interest.

Q Ckay.

A And we seek to pool 0.00640 percent of the
coal, oil and gas. W have 100 percent of the coal |eased.
That is a mstake there. This has well nunber CBM PGP 037 in

it. Permt nunber 3548. That permt was issued on 10/ 3/97.
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It was drilled to a total depth of 2,178.40 feet at a cost
of $248,762.57. You’ll notice that we...we have just a
little spacing problemthere and it appears that CBM S-32A is
also in there. 1t belongs to the next |ine down.

Q The...what was the reason that you required
a nodification with regard to this unit?

A The five parties that are being pool ed were
adverse and we inadvertently m ssed picking those up.

Q So, the folks that are |listed on Exhibit B3,
there’s more than five people. Which are the five that are
new?

A Ckay. The five new ones are Virginia
(Brown) Palner, Benjamn Patton Brown, Charlie...Charlie
Henry Brown, WIIliam David Brown and Eugene L. Brown, Jr.

BENNY WAMPLER. And what are you working fronf

MARK SWARTZ: Yeah.

A My notes of hearing. Just a second. Just a
m nut e.

(Les Arrington | ooks through his file.)

A It appears the wong B3 was attached to
t his.

Q Okay. The B3 that’s attached is the same

one that---?
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A Is the original.

Q ---was used the first time around?

A Yeah. Yes, sir.

Q Okay. And is what you’re telling the Board

is that the folks that are listed in the notice of hearing,

the names of who you’ve Jjust read---?

A Uh- huh.

Q ---are the people that you’re seeking to
pool ?

A They are.

Q And then if you’ll refer to the exhibits

with regard to the mailing and certificate of notice which
you passed out to the Board this norning, what does that show
with regard to who was notified?

A The proper persons were noticed...the five

parties. However, we did attach the wong Exhibit BS.

Q So, you’re going to need to revise that?
A Yes.
Q Ckay. It appears to ne that although

there’s an Exhibit E attached that the interest that you’re
seeking to pool, you are not going to require escrow, is that
correct?

A. That is correct.
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Q Okay. WII you arrange then to file a
revised Exhibit Bwith the...B3 wth the Board?

A W will.

Q The...with regard to the percentages, this
0064 percent, does that include the interest that you’re

seeking to pool today?

A The 64 percent?

Q No, if you’ll look at A page---

A (Inaudible). ©No, I don’t believe that
i ncludes the party shown on B3. | believe that is the total
of the five parties. I’'m sure it is.

Q My question...that’s my question. Let’s try
it again.

A I’'m sure it is.

Q The A page two, does that reflect the tota

percentage of the five parties that you---?

A It does.

Q ---noticed with this hearing?

A It does.

Q Ckay. And it does not pertain to the
interest in the unit in B3 of the fol ks who were previously
pool ed?

A That’s correct, 1t does not.
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Q Coul d you summari ze for the Board the | ease
ternms that are being offered in the area and the | ease terns
that were, in fact, offered to other folks in this unit who
have | eased?

A Yes. It’s a $1 per acre per year, a five

year termw th a one-eight royalty.

Q Is there a rental ?
A A $1.
Q A $1. Ckay. The...would you recomend

those terns to the Board to be inserted in any deened to have
| eased provision?
A Yes, we woul d.

Ckay. This unit has one well?

A It does.

Q Did not require a | ocation exception?
A No, it did not.

Q Ckay. Are you requesting that the only

el ection options be...that are to be afforded in any pooling
order that’s entered at this point be to the five people
named in the notice of hearing?

A Yes, that’s correct.

Q Okay. Would you recommend the plan that'’s

di scl osed by the application and the related exhibits to the
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Board as reasonabl e nethod to devel op the coal bed net hane
under this unit and a reasonable nethod for protecting the
correlative rights of the owners of the nethane?

A Yes, we do.

Q That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

SANDRA RIGGS: | had a question. The unl eased

interest being pooled, that is the interest of these five
parties is 00640 percent, is that right?

LES ARRI NGTON: Yes, | believe it is.

SANDRA Rl GGS: That’s the total of---.

MARK SWARTZ: It’s five times .00128.0064. We do

have the correct B3 with us today and | can shoot sone copies

of it and give it to you. Essentially...not essentially.
shows that the five respondents each have .00128 i nterest
the unit, which then totals to the anpbunt we just gave.

TOM FULMER: Does that...does that nean though that

the rest of the parties have been | eased because---?

MARK SWARTZ: Pool ed or | eased.

TOM FULMER: Pool ed or | eased?

MARK SWARTZ: Ri ght .

SANDRA RI GGS: Pool ed under the original pooling
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or der.

TOM FULMER: Wel |, the reason...the only reason |

brought it up to you because you’re still listing it as
unl eased.

MARK SWARTZ: This is unleased, that’s why we’re

pool i ng. Ckay, when Les was covering the ninety sone percent
that we’ve acquired, he said it’s leased and pooled by the
prior application. So, we’re not, you know, this...these

five...the percentage associated with these---.

TOM FULMER: That’s just five more you’re adding on
toit.

MARK SWARTZ: Ri ght.

TOM FULMER: Ckay.

MARKS SWARTZ: So, that’s the outstanding interest
that’s not either leased or previously pooled.

SANDRA RIGGS: O deened to | ease?

MARK SWARTZ: Ri ght .

LES ARRI NGTON: (| naudi bl e) .

SANDRA RI GGS: Ckay. Ckay.

TOM FULMER: Ckay.

MAX LEWS: Wio is the surface owner on that? |
can’t find it.

MARK SWARTZ: You ought to be able to tell from
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the...let’s see. It looks like the well is on Tract 1.

TOM FULMER: One, three and four. One, three and

four.
MAX LEW S: It don’t say anything about the surface.
LES ARRI NGTON: | just...you know, since I don’t
have it listed here. | can not renenber who the surface

actually belongs to on that well. I believe it’s Consol
surface, but | really need sonething...sone nore information
to tell you that for sure

BENNY WAMPLER. W I | you suppl enent the record?

LES ARRI NGTON: Yes.

BENNY WAMPLER: Any ot her questions from nenbers of

t he Board?
(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

MAX LEW S: Yeah, I’d like to ask him, whereabouts
inthe...this district...what district are you tal king about?

LES ARRI NGTON: Gar den

MAX LEW S: Garden. \ereabouts is it located in
the Garden District? Wereabouts in Garden District? Do you
have any i dea?

LES ARRI NGTON: Cl ose to Horn Munt ai n
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MARK SWARTZ: Well, it’s South of Wolf Pen and North

of Little Hurricane, if that hel ps you. Be South...South and

alittle East of Horn Mbountain.

BENNY WAMPLER: Does that answer your question?

MAX LEW S: No.
SANDRA Rl GGS: The reason this isn’t

escrow is its fee ownership?

LES ARRI NGTON: Yes, it is.

subject to

(Mark Swartz and Les Arrington confer anong

t hensel f.)

BENNY WAMPLER: We’1l ask you to supplement the

record with the surface---.

LES ARRI NGTON: Surface. Ckay.

BENNY WAMPLER: ---identification.

that to the Board nenbers. Anything further?
questions?

(No audi bl e response.)

Mai | a copy of
Any ot her

BENNY WAMPLER. Can | have a notion to approve?

MASON BRENT: So nove.

DENNI S GARBI S: | second.

BENNY WAMPLER: Mbtion i s seconded.

di scussi on?

(No audi bl e response.)
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BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER: Qppose say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. Thank you. The

next itemon the agenda is a petition from Pocahontas Gas
Partnership for pooling of a coal bed nmethane unit under the
OGakwood Coal bed Met hane Gas Field orders and identified S 32.
This is docket nunber VGOB-99-07/20-0729; and we’d ask the
parties that wish to address the Board in this matter to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

woul d al so ask that you consider consolidating the
application that you just called wi th nunber nineteen and
nunmber twenty with the Departnent of Transportation as the
only respondent in these three applications.

BENNY WAMPLER: All right. Those are docket nunbers

VGOB- 99- 07/ 20- 0730 and VGOB-99-07/20-0731. Wt hout
objection, they’ll be consolidated. And I’d ask the parties
that wish to address the Board in these matters to cone
forward at this tine.

MARK SWARTZ: Mark Swartz and Les Arrington.

BENNY WAMPLER: The record will show there are no
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others. You may proceed.

(Les Arrington passes out exhibits.)

LES ARRI NGTON

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:

Q Ckay. And state your nane.

A Leslie K Arrington.

Q Who do you work for?

A Consol .

Q Okay. Who’s the applicant in these three

appl i cations?

A Buchanan Producti on Conpany.

Q Are all three of these applications,
applications to pool frac units under Gakwood |?

A They are.

Q Ckay. The information with regard to these
three units is also reported on the spreadsheet that you
passed out to the Board today?

Yes, it is.

Q Could you just start wth S-32 and sunmari ze
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that or report that information to the Board?

A Yes, for unit S-32, docket number, I’1ll use
the last four digits, 0729, was published in the Bluefield
Daily Tel egraph on July 3rd, 1999. W mmiled it out by
certified mail on June 18th, 1999. W have 100 percent of
the coal |eased. 99.29687 percent of the oil and gas; and
we’ re seeking to pool 0.70313 percent of the oil and gas.
This S...unit S 32 has two wells withinit. S 32A and S-32B

S-32A’s permit number is 3894 and, I believe that’s a typo.
S-32B, I’'m not sure that’s the correct permit number, 1601.

TOM FULMER: (| naudi bl e).

A I'm sorry, that is for well S-32.

TOM FULMER: Yeabh.

A Yes. Well S-32, permt nunber is 1601. It
was issued on 9/20/93. It was drilled to a depth of 1,776.81
feet. The average cost of the two wells, S-32 and S-32A, was
$231,035.16. Well S-327A, it’s permit number was 3894 issued
on 8/10/ 98.

Q And with regard T...T-32 and T- 34.

A Oh, I'm sorry. T-32, it was published on
July 3rd, 1999. Again, it was nailed out on June 18th, 1999.
That unit we have 100 percent of the coal |eased. W |eased

99.38125 percent of the o0il and gas. We’re seeking to pool
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0.61875 percent of the oil and gas. It also has one well,
wel | T-32A, permt nunber 3995. It was issued on 10/ 14/ 98.
Drilled to a total depth of 1,660.50 feet with a cost of
$224,772.62. Unit T-34, it was published on July 3rd, 1999
in the Bluefield Daily Tel egraph. We mailed it out on June

18t h, 1999. 100 percent of the coal is |eased. 99.52187
percent of the oil and gas was | eased. Seeking to pool
0.47813 percent of the oil and gas interest. It has two
wells within that unit; well T-34A and T-34B. Well T-34A
permt nunber is 3884. It was issued on 7/31/98. Well T-
34B, permit number 4054 was issued on December 18th, '98.
The average depth of the two wells of 1,726 feet...1,726.75
feet and an average cost of $232,775.47.

Q If we go back to the application for S 32
and you indicated there mght be a typo on your chart with
regard to the permt nunber. The application for S-32
actually sets forth the permt nunbers of the two wells, do
it not?

Yes, it does.
And is that correct?
Yes, it is.

And what’s the...what’s the number?

> O > O >

1061 and 3894.
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Q Ckay. So, the 6 and the 0 were just

reversed on the chart?

A Rever sed.

Q Correct ?

A | believe.

Q Ckay. The...in each of these applications,

you’ve stated that Buchanan Production Company is the
applicant. |Is Buchanan Production Conpany a Virginia Genera
Par t ner shi p?

A Yes, it is.

Q And are the partners in Buchanan Production
Conpany, Appal achian Qperators, Inc. and Appal achi an Met hane,
I nc.?

A Yes, it is.

Q And are both of those corporate partners
i ndi rect subsidiaries of MCN Corporation?

A Yes, they are.

Q | s Buchanan Production Conpany authorized to
do business in the Conmonweal t h?

A Yes, it is.

Q Who is...in each of these applications, who
is it that is requested be appoi nted the designated operator?

A. Consol .
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Q Ckay. Does Buchanan Production Conpany have
an arrangenent with Consol, Inc. whereby Consol manages its
properties?

A Yes, it does.

Q Ckay. And has specific authority been
del egat ed by Buchanan Production Conpany to Consol to
“Explore, develop and maintain the properties and assets of
Buchanan Production Company.”?

A Yes, it has.

Q Ckay. And have you tendered any exhibits

with regard to that to the Board today?

A No, I haven’t.

Q Ckay. But in the past, we have?

A We have. That’s right.

Q And there’s three individuals that are

general ly responsi bl e?

A Yes, it is.
Q Who woul d they be?
A Claude Morgan as General Manager, I can’t

remenber.. . Wlliam Gl | enwater as Land Manager and Randy
Al berter as regul atory manager.
Q Ckay. Do you work under C aude Morgan?
A Yes, | do.
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Q Ckay. The...do you wish to add any

respondent s?

A No.

Q Do you wish to dismss any?

A No.

Q In all three of these, the only respondent
is VDOT?

A That’s correct.

Q And is it because they have acquired by

condemation or otherw se portions of the m neral s under
Rout e 4607
A Actually, it’s...I can’t remember the State

Rout e Nunber.

Q So, it’s a State Route?
A Yes, it is.
Q Ckay. But is it because they have acquired

ri ghts-of-way for highways and that’s why they’re being
pool ed here?

A That’s correct.

Q And in sone instances, those rights-of-way
caused themto acquire mneral interest?

A It did.

Q Ckay. The...and are you seeking to pool an

87



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

eighty acre frac

A

Q
recomend to the

A
wth a five year

Q
Exhi bit B3?

A

Q

A

Q

t hree pooling applications be approved by the Board to all ow

unit fromthe tiller on down?

Yes, we are.

The terns...lease terns that you woul d
Board woul d be what ?

One-eighth royalty, a $1 per acre per year
term

Is the interest in the unit set forth in

Yes, it is.
And with regard to each of the units?
Yes, it is.

Ckay. Wuld you recommend this...these

t he coal bed net hane under these three units to be devel oped

and the ownership interest of the owners in the units to be

prot ect ed?

A.
Q

Yes, we woul d.

That’s all I have.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

(No audi bl e response.)

BENNY WAMPLER: | have a note here that the order

expired on the---.
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SANDRA RI GGS: The ol d order.

BENNY WAMPLER: ---old order on the---.

SANDRA RI GGS: Docket 0154.

BENNY WAMPLER:  ---T-32.

LES ARRI NGTON: It probably did.

BENNY WAMPLER: And that there’s $76.66 in that

account. Can you verify that? Do you have that information?

LES ARRI NGTON: I don’t have that information with

me, no. I believe you’ll find that unit had not been drilled
and that unit expired and then we’ve---.

SANDRA RIGGS: On the notices?

MARK SWARTZ: Probably.

BENNY WAMPLER: Ri ght .

MARK SWARTZ: And that’s why we’re repooling.

SANDRA RI GGS: So, we’ll need to transfer...we’ll

need to conbi ne those two escrow accounts?

LES ARRI NGTON: I can’t remember. I believe. I

believe the reason that unit was originally pooled was...
have a Stickl ey---.

MARK SWARTZ: | bet that noney belongs to the

Stickleys. | nean, sone of that noney should cone out of
there. W need to | ook at that.

LES ARRI NGTON: I believe that’s what that was.
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MARK SWARTZ: So, it would have been...see, we

didn’t have...Ashland was contained and they had a Stickley
lease. And you notice the Stickley’s interest is in...is in
these units and | suspect that noney pertained to the
Stickley | ease, we now have a Stickley | ease and Ashland is
out of the picture. So, we need to | ook at that unit because
nost of that bonus probably does not bel ong to VDOT, but
shoul d come out for Stickley, | guess. W need to | ook at

it.

LES ARRI NGTON: We need to look at it.

MARK SWARTZ: It certainly doesn’t...you know, only
just sone tiny---.

SANDRA RI GGS: Don’t combine them?

MARK SWARTZ: ---piece of it would pertain
to...yeah, do not combine it and we’ll let you know what
pertains to VDOT and you can conbine that part of it, but I

guess we need to petition to pay the rest of it out.

TOM FULMER: You’re not...you’re not pooling any

coal interest?

LES ARRI NGTON: No, we...our |ease predates VDOT.

TOM FULMER: On here it shows them as being unl eased

on your exhibit. You show a 100 percent interest.

LES ARRI NGTON: Qur coal |ease predates that.
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MARK SWARTZ: Well, | nean, if you look at...| nean,

when you take them one at a time, Tom, but if you’ll look at
S-32 on the tract identification, VDOl has 75 percent of the
coal, oil and gas under Tract 5, for exanple, and Alfa
Stickley has 25 percent of the coal, oil and gas. So, |
mean, there is---.

TOM FULMER: Well, | nean, the way it is listed in

this exhibit here, VDOT has---.
MARK SWARTZ: Ckay. Which unit are you | ooking at?

LES ARRI NGTON: It’s B3.

TOM FULMER: This is Exhibit BS.

MARK SWARTZ: No, no. Unit...which unit?

TOM FULMER: T- 34.

MARK SWARTZ: 34.

TOM FULMER: The rest of them, I don’t have any

probl ens with.

MARK SWARTZ: Ckay. T-34.

BENNY WAMPLER: T-32 is show ng VDOT coal and gas

oil as 75 percent on your exhibits, tract identification.

LES ARRI NGTON: Now, which unit?

MARK SWARTZ: T-34 is what Tomis asking about.

LES ARRI NGTON: Ckay. T-34. Now, within that

reservation, there was two different types of reservations
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when they done that and you’ll notice one way Alfa Stickley
heirs has 75 percent of the coal, oil and gas and VDOT has 25
percent. We...you know, we didn’t draft those exhibits and
then sone of those...sone of the other parts of that right-
of -way when they acquired fromthe Stickley heirs, they only
got 25 percent and why it was reversed...Bob Looney may be
able to tell you a little more about. He’s read through
those exhibits, docunents. But they were reversed at tines.

MARK SWARTZ: Well, I guess, where I’m coming from

Tom, 1is the B3 that I'm looking at for T-34 shows VDOT havi ng
a coal interest and an oil and gas interest.

TOM FULMER: (Il naudible). And the thing is that

what...when you go to the other section, you show that you

own a 100 percent interest, but here you’re showing you

unlease...they’re unleased.

MARK SWARTZ: The ot her section.

BENNY WAMPLER: Are you tal king about...where is it
in B3?

SANDRA RI GGS: These | eased versus unl eased
per cent ages.

MARK SWARTZ: In A, page two, is that what you’re

sayi ng?

LES ARRI NGTON: O whi ch one, Tonf
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1 BENNY WAMPLER: You’re showing 100 percent of coal
2 owned or |eased.

3 LES ARRI NGTON: Ckay. In which unit?

4 TOM FULMER: This is T-34 that I'm looking at.

5 LES ARRI NGTON: Okay. Now, again, prior to this

6 right-of-way, the coal |ease was al ready taken. So, and

7 then...and then the out sell of the coal, oil and gas

8 happened. So, we do have a 100 percent of the coal |eased.

9 CLAUDE MORGAN: You’ve got coal leased, but not a

10 coal bed net hane | ease.

11 LES ARRI NGTON: Not a coal bed net hane | ease.

12 MARK SWARTZ: And what Tomis saying is that we need
13 to nodify A page two at least wth regard to T-34 because we
14 are mssing a coal bed nethane | ease fromthis (inaudible)

15 percent age.

16 LES ARRI NGTON: Up here.

17 MARK SWARTZ: | nean, this is correct. |If you have
18 coal ---.

19 LES ARRI NGTON: Her e.

20 MARK SWARTZ: ---it’s covering a 100 percent of the
21 coal, but in terns of the CBM| ease, we need to nodify

22 Exhibit A page two to indicate that there is an outstandi ng

23 .47813, | would inmagine---.
24
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T-327

right.

LES ARRI NGTON: Ckay. Ckay.

MARK SWARTZ: --of the CBMclaimof the coal owners.

LES ARRI NGTON: | gotcha.

BENNY WAMPLER: Wouldn’t that also be the same for

LES ARRI NGTON: It shoul d---.

MARK SWARTZ: May need to | ook. Yes, T-32 as well.

LES ARRI NGTON: Uh-huh. They’re both...they’re

The other one is like it.

MARK SWARTZ: Ckay.

BENNY WAMPLER: Any ot her questions?

(No audi bl e response.)

BENNY WAMPLER: Do you have anything further?

MARK SWARTZ: No.

BENNY WAMPLER: Do | have a notion?

MASON BRENT: | nove that we grant the applications.

DENNI S GARBI S: | second.

BENNY WAMPLER: Motion is seconded. Any further

di scussi on?

(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers signify yes.)
BENNY WAMPLER: Qppose say no.
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(No audi bl e response.)

BENNY WAMPLER: You have approval

MARK SWARTZ: We’d like to file copies of the

revi sed 0-37.

BENNY WAMPLER: This is a good place to break for

lunch. 1|s everybody okay to break for lunch here?
(Everyone says yes.)

BENNY WAMPLER: Cone back as soon as we can. W're

going to break for lunch. We’ve got all of yours, right?

MARK SWARTZ: I’ve got one more.

BENNY WAMPLER: VWi ch one?

MARK SWARTZ: 25.

BENNY WAMPLER: That’s got all of yours right now.

We’re breaking for lunch.
(Lunch.)
BENNY WAMPLER. Ckay. Are we ready?

(No audi bl e response.)

BENNY WAMPLER: The next item on the agenda the

Board will consider is an appeal of the inspector’s decision
rendered as an result of an informal fact finding conference
11399, David Roy Mcd anahan, et al. versus Consol

| ncor por at ed; docket number VGOB-99-07/20-0736. We’d ask the

parties that wish to address the Board in this matter to cone
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forward at this tine.

MARK SWARTZ: Mark Swartz on behal f of Consol

BENNY WAMPLER: Make sure that’s not them. I don’t

think it is. The others...the other party isn’t here. Mr.
Ful mer, have you heard from M. M anahan or his attorney?

TOM FULMER: | heard from M. Gay this norning and

M. Gay indicated that he had another hearing today and that
he was wondering when it would conme on the agenda. | told
himit was later on into the agenda for the Board and that |
woul d tell the Chairman that he was at a hearing and he may
be late. That’s about it. He didn’t ask for a continuance
or anyt hi ng.

BENNY WAMPLER: What’s your pleasure, Board?

MASON BRENT: | nove that we npbve on

DENNI S GARBI'S: Did he say he was going to show up?

TOM FULMER: He didn’t say if he was or he wasn'’t.

He just said he had another hearing and that...he wanted to
know where he was on the agenda and | told himthat |I would
tell M. Wanpler, that if at all possible, we would delay it
as nuch as possi bl e.

DENNI S GARBI'S: Well, we can go on to others and if

he shows up fine and if doesn’t by the end of the day...

BENNY WAMPLER: All right. |Is that okay with you?
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MARK SWARTZ: Sure.

DENNI S GARBI S: 26

BENNY WAMPLER: Okay. We’ll move to the next item

on the agenda. We’re considering a petition from Equitable
Production Conpany for pooling a coal bed nethane unit under
t he Nora Coal bed Methane Gas Field, identified as VC 4057,
docket nunber VGOB-99-07/20-0737. We’d ask the parties that
W sh to address the Board in this matter to cone forward at
this tine.

JIMKISER M. Chairman and nenbers of the Board,
Jim Ki ser on behalf of Equitable Production Conpany. Qur
W tnesses | know are here because they rode with ne. Let ne
see if | can go find them

(Everyone talks while they wait on Mr. Kiser’s
W t nesses.)

JIMKI SER Qur witnesses in this matter wll be
Dennis Baker and Mr. Bob Dahlin. 1I’d ask that they be sworn
at this tine.

(Wtnesses are duly sworn.)
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DENNI S R. BAKER

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Baker, could you state your nane for the
record, who you're enployed by and in what capacity?

A My nane is Dennis R Baker. |'m enployed by
Equi t abl e Producti on Conpany as Seni or Landman.

Q Are you famliar with Equitable's
application seeking a pooling order for EPC well nunber VC
4057, which was dated June 17th, 19997

A Yes.

Q And is Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
to the application?

A Yes, we are.

Q And does this location that’s proposed for
VC- 4057 fall within the Board’s order for the Nora Coalbed
Gas Fiel d?

A Yes.

Q Now, prior to filing your application, did

you nmake an attenpt to work out a voluntary | ease agreenent
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with al

W thin

the int

99.30 p

estate?

100 per

t he Exh

| the...both the gas estate and coal estate owners

the unit?

A Yes.

Q And as a result of those efforts, what is
erest of Equitable in the gas estate in the unit?

A The interest leased in the gas estate is
ercent.

Q And the interest of Equitable in the coa

A The interest in the coal estate | ease was
cent.

Q Now, are all the unleased parties set out
ibit B which was attached to our application?

A Yes.

Q Now, subject to the filing of the

application, have you continued to attenpt to reach an

agr eene

been su

or der,

nt wth any unl eased parties?

A Yes, we have.

Q And as a result of these efforts, have you
ccessful in obtaining any new | eases?

A No.

Q Ckay. So, then for purposes of the Board

shoul d they issue on the unl eased percentages or 0.7

99
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percent of the gas estate remains unl eased and the coa
estate is 100 percent under |ease, correct?

A Yes.

Q kay. We do have sonme unknown heirs
involved in Tract 2 of the gas estate. Wre efforts nmade to
determ ne the nanes and address and whereabouts to any
successors to any deceased respondents?

A Yes.

Q And were reasonable and diligent efforts
made and sources checked to identify and | ocate unknown heirs
i ncluding primary sources such as deed records, probate
records, Assessor’s record, Treasurer’s records and secondary
sources such as tel ephone directories, city directories,
famly and friends?

A Yes, it was.

Q M. Baker, in your professional opinion, was
due diligence exercised to |locate each of the respondents
named in Exhibit B to the application?

A Yes.

Q Now, are the addresses set out in Exhibit B
the | ast known addresses for the respondents?

A Yes.

Q And are you requesting this Board to force
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pool all unleased interest listed in Exhibit B?

A Yes, we are.

Q Are you famliar with the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes, | am

Q Coul d you advise the Board as the what those
are?

A Yes, a $5 per acre consideration, for a five

year term one-eighth of eight-eighth royalty.

Q Did you gain your famliarity by acquiring
oil and gas | eases, coal bed nethane | eases and ot her
agreenents involving the transfer of drilling rights in the
unit involved here and in the surrounding area?

A Yes.

Q In your opinion, do the terns you have
testified to represent the fair market value of and the fair
and reasonabl e conpensation to be paid for drilling rights
within this unit?

A Yes.

Q Now, as to any respondents in Exhibit B who
remai n unl eased, do you request that the order allow the

follow ng options with respect to their ownership interest

101



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

within the unit: one, participation; tw, a cash bonus of $5
per net mneral acre plus a one-eighth of eight-eights
royalty; three, in lieu of such cash bonus, a one-eighth of

ei ght-eighths royalty share in the operation of the well on a
carried basis as a carried operator on the follow ng
conditions: Such carried operator should be entitled to the
share of production fromthe tracts pooled accruing to his

i nterest exclusive of any royalty or overriding royalty
reserved in any | eases, assignnents thereof or agreenents
relating thereto of such tracts, but only after the proceeds
applicable to his share equal - (A) 300 percent of the share
of such costs applicable to the interest of the carried
operator of a |leased tract or portion thereof; or (B) 200
percent of the share of such costs applicable to the interest
of the carried operator of an unleased tract or portion

t her eof ?

A Yes, that’s correct.

Q Do you recommend the Board order provide
that election by respondents be in witing and sent to the
appl i cant at Equitable Production Conpany, Eastern Region,

P. O Box 1983, Kingsport, Tennessee 37662, Attention:
Dennis R Baker, Regul atory?
A Yes.
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Q And should this be the address for all
communi cations with the applicant concerning any force
pool i ng order?

A Yes.

Q Do you recommend that the order provide that
if nowitten elections is properly made by a respondent,

t hen such respondent shall be deened to have el ected to cash
royalty option in lieu of participation?

A Yes.

Q Shoul d any unl eased respondent be given
thirty (30) days fromthe date of the recording of the order
to file witten el ections?

A Yes.

Q | f an unl eased respondent elects to
participate, should they be given forty-five (45) days to pay
the applicant for their proportionate share of well costs?

A Yes.

Q Does the applicant expect any party el ecting
to participate to pay in advance that party’s share of
conpleted well costs?

A Yes.

Q Shoul d the applicant be allowed a hundred

and twenty (120) days follow ng the recordation date of the
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Board order, and thereafter annually on that date, until
production is achieved to pay, or tender any cash bonus,
becom ng due under order?

A Yes.

Q Do you reconmmend that if the...the order
provide that if the respondent elects to participate, but
fails to pay the their proportionate share of well costs
satisfactory to the applicant for paynent of those costs,
then their election to participant should be treated as
havi ng been wi t hdrawn and voi d and such respondent shoul d be
treated just as if not initial election had been filed under
t he order?

A Yes.

Q Do you recommend that the order provide that
where a respondent elects to participate, but defaults in
regard to the paynent of well costs, any cash sum becom ng
payabl e to such respondent be paid within sixty (60) days
after the last date on which such respondent could have been
paid or made satisfactory arrangenents for the paynent of the
t hose costs?

A Yes.

Q Ckay. In this particular well, we have both

conflicting claimants and unknown heirs. So, do you
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recomrend that the Board create an escrow account into which
all costs or proceeds attributed to the unknown interest
and/or conflicting interest shall be held for the
respondent’s benefit until such funds can be paid to the
party by order of the Board or until the title defect or
conflicting claimis solved to the operator’s satisfaction?

A Yes, we do.

Q M . Baker, who should be naned the operator
under the force pooling order?

A Equi t abl e Producti on Conpany.

JIMKI SER Al | have of this witness at this tine,
M. Chair man.

BENNY WAMPLER. Any questions from nenbers of the

Board of this w tness?
(No audi bl e response.)

BENNY WAMPLER:  Cal | your next w tness.

ROBERT A. DAHLIN, |

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Dahlin, state your nanme for Board, who
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you are enployed by and in what capacity.

A My nane is Robert A Dahlin, Il. |'m
enpl oyed by Equitable Production Conpany, as a Production
Speci al i st.

Q And qualifications in that area have been
previ ously accepted by the Board?

A Yes, that’s correct.

Q And do your responsibilities include the
| and i nvol ved here for this unit and in surroundi ng area?

A Yes.

Q Are you famliar wth the proposed plan of
expl oration and devel opnent for this well?

A Yes.

Q Now, our application as originally filed
stated the depth for VC 4057 as 1800 feet. W need to
correct that. M. Dahlin, | think, actually the correct

total depth of the proposed well is 2,360 feet---?

A That’s correct.
Q ---is that correct? Thank you. And this
wll be sufficient to penetrate and test any commobn sources

as supplied in the subject formations?
A Yes.

Q And what are the estinmated reserves of the
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unit for 40577

A 350,000,000 cubic feet.

Q. And are you familiar with the well costs for the proposed well
under the plan of development?

A. Yes, | am.

Q. Has an AFE been reviewed, signed and submitted to the Board as
Exhibit C to the application?

A. Yes.

Q. Was this AFE prepared by an engineering department
knowledgeable in the preparation of AFEs and knowledgeable in regard to well costs in this
area?

A. Yes.

Q. In your professional opinion, does this AFE represent a reasonable
estimate of the well costs for the proposed well under the plan of development?

A. Yes, it does.

Q. Could you state for the Board both the dry hole costs and

completed well costs for VC-40577?

A. The dry hole costs are $86,902, with the completed well cost of
$180,300.

Q. And do these costs anticipate a multiple completion?

A. Yes, it does.

Q. And does AFE include a reasonable charge for supervison?

A. Yes.
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Q. In your professional opinion, will the granting of this application
be in the best interest of conservation, the prevention of waste and the protection of

correlative rights?

A. Yes.
JM KISER: Nothing further of this witness at this time, Mr. Chairman.

BENNY WAMPLER: Any questions of this witness?

(No audible response.)
BENNY WAMPLER: Do you have anything further?

JM KISER: We’d ask that the Board approve the application as submitted

with change on the depth.

BENNY WAMPLER: Okay. That was correct on the AFE?

JM KISER: Right. The AFE is correct.
BENNY WAMPLER: Isthere amotion?

MAX LEWIS: | make a motion we approve.
DENNIS GARBIS: | second.

BENNY WAMPLER: Motion is seconded. Any further discussions?

(No audible response.)
BENNY WAMPLER: All if favor, signify by saying yes.

(All members signify yes)
BENNY WAMPLER: Opposed, say no.

(No audible response.)
BENNY WAMPLER: You have approval. The next item on the agendaisa

petition from Equitable Production Company for pooling of a coalbed methane unit under
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the Roaring Fork Field Order and identified as VC-4086. Thisis docket number VGOB-
99-07/20-0738. We’d ask the parties that wish to address the Board in this matter to come
forward at this time.

JM KISER: Mr. Chairman and members of the Board, Jim Kiser, again, on
behalf of Equitable Production Company. Our witnesses in this matter will again Mr. Baker

and Mr. Dahlin. I’ll remind that they’ve been sworn; and we’ll start with Mr. Baker.

DENNI S R. BAKER

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q If you would, M. Baker, again state your
name for the record, who you are enpl oyed by and in what
capacity?

A My nane is Dennis R Baker. |'menployed by
Equi t abl e Producti on Conpany as Seni or Landman.

Q And do your responsibilities include the
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| and involved here in this unit and in the surroundi ng area?

A Yes, it does.

Q And you are familiar with Equitable’s
application seeking a pooling order for EPC well nunber VC
4086, which is dated June 17th, 1999?

A Yes.

Q | s Equitable seeking to force pool the
drilling rights underlying the unit as depicted at Exhibit A
to the application?

A Yes, we are.

Q And does the location proposed for well
nunmber VC-4086 fall within the Board's order for the Roaring
Fork Coal bed Gas Fi el d?

A Yes.

Q Now, prior to the filing the application
did you nake an attenpt to negotiate a voluntary | ease
agreenent with each of the respondents naned in Exhibit B?

A Yes.

Q And does Equitable own drilling rights in
the unit involved here?

A Yes, we do.

Q Ckay. Wiat is the interest of Equitable in

the gas estate within the unit?
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A The interest leased in the gas estate is
99. 566 percent.

Q And the interest leased in the coal estate
Wi thin the unit?

A The coal estate |leased to Equitable is 100
percent .

Q Ckay, and all the unleased parties set out
in Exhibit B to the application?

A Yes, they are.

Q And subsequent to the filing of your
application, do you continue to attenpt to reach an agreenent
with the parties that constitute the small percentage that
remai ns unl eased, that being four undivided interests within
Tract 47?

Yes.

Q Were you successful in obtaining any
additional |eases since we filed the application

A No.

Ckay. So, based on that, would it be
correct to state that the unleased interest that renmains
within the gas estate is 0.434 percent?

A That’s correct.

Q And the coal estate was 100 percent | eased?
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A Yes.

Q Ckay. Are the addresses set out in Exhibit
B to the application the |ast known addresses for the
respondent s?

A Yes, they are.

Q Are you requesting this Board to force poo
any and all unleased interest listed in Exhibit B to the

application?

A Yes.

Q Are you famliar wth the fair market val ue
of drilling rights in the unit here and in the surroundi ng
area?

Yes, | am

Q Coul d you advise the Board as to what those
are?

A A five $5 per acre consideration, a five

year term one-eighth of eight-eights royalty.

Q And did you gain this famliarity by
acquiring oil and gas | eases, coal bed nethane | eases and
ot her agreenents involving the transfer of drilling rights in
the unit involved here and in the surrounding area?

A Yes.

Q In your opinion, do the terns you' ve
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testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A Yes.

JIMK SER M. Chairman and nenbers of the Board,
at this time, we’d ask that the testimony that was previously
taken in VGAOB docket number 99-07/20-0737 that being the
testinmony for VC 4057 regarding the election options afforded
any unl eased parties and their different tinme periods in
which to reply to those options be incorporated.

BENNY WAMPLER: They’11 be incorporated. We’re

m ssi ng page three of this Exhibit B. I don’t know if that’s
a copy error or---.
JI M KI SER You are?

BENNY WAMPLER:  ---or what. Do you have it?

JI M KI SER: Yeah, we’ve got some.

DENNI S R BAKER: W can nake sone copi es.

BENNY WAMPLER: Right. That’s fine. I just

wonder ed.
JIM KI SER Have you got themw th your Affidavit of
Mailing? That’s the last thing I’'ve got.

BENNY WAMPLER. We nmay have it. (I naudible).

JIM KI SER  Yeah. Check your Affidavit of Miling.
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TOM FULMER: You sent it two different tines.

BENNY WAMPLER: Do you have it?

TOM FULMER: Yeah, I’'ve got it.

BENNY WAMPLER: Woul d you make us copies of that,

pl ease, page three? W have the other. W just need page
t hr ee.

TOM FULMER: Three of four?

BENNY WAMPLER: Yes. You can go ahead.

JIMKISER Do you want us to continue on?

BENNY WAMPLER: Yes. You’re not making any changes

to it anyway.

JI M KI SER: No.

Q M. Baker, we do have conflicting claimnts
to the gas and coal under this unit. So, based on that, do
you recommend that the order provide that the operator pay
into an escrow account created by this Board, all costs or
proceeds attributed to the conflicting interest where they
shal |l be held for the respondents benefit until such funds
can be paid to the party by order of the Board, or until the
title defect or conflicting claim is solved to the operator’s
satisfaction?

A Yes.

Q And who shoul d be nanmed t he operator under
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any force pooling order?

A Equi t abl e Producti on Conpany.

JIMKISER Nothing further of this witness at this
time, M. Chairnman.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

ROBERT A. DAHLIN, |

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Dahlin, if you would again state your
name for the Board, who you’re employed by and in what
capacity?

A Robert A. Dahlin, II. I’m employed by
Equi t abl e Producti on Conpany, as Production Specialist.

Q And you’re familiar with the land involved
inthis unit and in the surrounding area?

A Yes, | am

Q And you’re familiar with the proposed plan
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of exploration and devel opnent for this unit?

A That’s correct.

Q What’s the total depth of the proposed well
under the plan of devel opnent?

A 1800 f eet.

Q And this will be sufficient to penetrate and
test any comon sources of supply in the subject formations?

A Yes.

Q What are the estimated reserves of this unit
for VC 40867

A 400, 000, 000 cubic feet.

Q And are you famliar with the well costs for
t he proposed well under the plan of devel opnent?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A Yes, it has.

Q Was this AFE prepared by an engi neering
depart nent knowl edgeable in the preparation of the AFE s and
know edgeable in regard to well costs in this particular
area?

Yes.

Q And does this AFE represent a reasonable
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estimate of the costs for the proposed well under the plan of

devel opnment ?

A It does.

Q And what are those costs for both the
dryhol e and conpleted wel | ?

A The dry hole costs are $67,640; wth
conpl eted well costs of $162, 700.

Q Do these costs anticipate a multiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q In your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A. Yes, it woul d.

JIMKISER Nothing further of this witness at this

time, M. Chairnmn.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

(No audi bl e response.)
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BENNY WAMPLER: Do you have anything further?

JIMKISER W'd ask that the application be
approved as submtted.

BENNY WAMPLER: |Is there a notion?

MAX LEWS: | nake a notion we approve.

MASON BRENT: Second.

BENNY WAMPLER: Motion is seconded. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER. Al in favor, signify by saying

yes.
(Al nmenbers signify yes.)
BENNY WAMPLER: (Opposed, say no.

(No audi bl e response.)

BENNY WAMPLER: You have approval. The next item on

the agenda is a petition from Equitable Production Conpany
for pooling of a coal bed nethane unit under the Roaring Fork
Coal bed Gas Field Order and identified as VG 4087; docket
nunmber VGOB-99-07/20-0739. We’d ask the parties that wish to
address the Board in this matter to cone forward at this
time.

JIMKISER M. Chairman, JimKiser, on behalf of

Equi t abl e Producti on Conpany. Qur w tnesses again wll be
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M. Baker and M. Dahlin.

DENNI S R. BAKER

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Baker, if you would, state your nane for
t he Board, who you are enployed by and in what capacity?

A My nane is Dennis R Baker. |'menployed by
Equi t abl e Producti on Conpany as Seni or Landman.

Q And your responsibilities do include the
| and i nvol ved here and in the surrounding area and you are
familiar with Equitable’s application seeking a pooling order
for EPC well nunber VC 4087, which was dated June 17, 19997

A Yes, | am

Q | s Equitable seeking to force pool the

drilling rights as depicted under Exhibit A to the
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application?

A Yes.

Q Does the | ocation for Equitable well nunber
VC- 4087, again, fall within the Board' s order for the Roaring
Fork Coal bed Gas Fi el d?

A Yes, it does.

Q Now, prior to the filing of the application,
were efforts nmake to contact each of the respondents |isted
in Exhibit B and an attenpt nade to work out a voluntary
| ease agreenent nade with each of the parties?

A Yes.

Q And what is the...Equitable owns drilling
rights in the unit involved here?

A Yes. The interest leased to Equitable in
the gas estate is 99.30 percent. And the interest |eased to
Equitable in the coal estate is 100 percent.

Q Are all the unleased parties set out in
Exhibit B to the application?

A Yes, they are.

Q And subsequent to the filing of your
application, did you continue to attenpt to reach an
agreenent with any unl eased respondents listed in Exhibit B?

A. Yes.
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Q As a result of those efforts have you
obt ai ned any additional |eases?

A No, we have not.

Q Based upon your testinony, what is the
interest of the gas estate that remains unleased at this
time?

A . 70 percent.

Q And the coal estate was again is 100 percent
under | ease?

A Yes.

Q Ckay. And are the addresses set out in
Exhibit B to the application the | ast known addresses for the
respondent s?

A Yes.

Q Are you requesting the Board to force poo

all unleased interest listed in Exhibit B to the application?

A Yes.
Q Ckay. Are you famliar with the fair market
value of drilling rights in the unit involved here and in the

surroundi ng area?
A Yes, | am
Q Coul d you advise the Board as to what those

are?
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A A $5 per acre consideration, a five year
term one-eighth of eight-eights royalty.

Q I n your opinion, do these terns you've
testified to represent the fair nmarket value of and the fair
and reasonabl e conpensation to be paid for drilling rights
Within this unit?

A Yes.

JIM KISER: Mr. Chairman, we’d again ask that the
testinony regarding election options and the tinme periods in
which to respond to those options previously taken in 99-
07/ 20-0737 be incorporated into this hearing.

BENNY WAMPLER: They’11 be incorporated.

Q M. Baker, we do have conflicting claimnts
inthis unit. Do you request that any order provide that the
operator pay into an escrow account created by the Board al
costs or proceeds attributed to the conflicting interest
where they’1l shall be held for the respondents benefit until
such funds can be paid to the party by order of the Board or
until any title defect or conflicting claimis resolved to
the operator’s satisfaction?

A Yes.

Q And who shoul d be nanmed t he operator under

any force pooling order?
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A Equi t abl e Producti on Conpany.
JIMKISER Nothing further of this wtness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions of this witness from

menbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: Cal | your next w tness.

ROBERT A. DAHLIN, |

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR KI SER

Q M. Dahlin, again state your nane, who
you’re employed by and in what capacity?

A Robert A. Dahlin, II. I’m employed by
Equi t abl e Producti on Conpany, as a Production Specialist.

Q And you are famliar with the | and i nvol ved
here and in the surroundi ng area?

A Yes.

Q And you’re familiar with the proposed plan
of exploration for this unit?

A. | am
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Q What is the total depth of the proposed

wel | ?
A 1800 f eet.
What are the estimated reserves of this
unit?
A 400, 000, 000 cubic feet.
Q And are you famliar with the well costs for

t he proposed wel | ?

A Yes.

Q Has an AFE been revi ewed, signed and
submtted to the Board as Exhibit Cto the application?

A Yes, it has.

Q Was this AFE prepared by an engi neeri ng
depart nent knowl edgeable in the preparation of the AFE s and
know edgeable in regard to well costs in this area?

A Yes.

Q And does this AFE represent a reasonable
estimate of the costs for the proposed well under the
applicant’s plan of development?

A It does.

Q State for the Board at this tine, what
the...both the dryhole and conpleted well costs are for 40877

A The dry hole costs are $58, 840; and
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conpl eted well costs of $151, 900.

Q Do these costs anticipate a nultiple
conpl eti on?

A Yes.

Q Does your AFE include a reasonabl e charge
for supervision?

A Yes.

Q I n your professional opinion, will the
granting of this application be in the best interest of
conservation, the prevention of waste and the protection of
correlative rights?

A Yes, it woul d.

JIMKISER Nothing further of this witness at this
time, M. Chairmn.

BENNY WAMPLER: Any questions from nenbers of the

Boar d?

DENNI S GARBIS: | notice that you have the | ocation
on the plat here...location of the proposed well is...is
al nost on the edge there. |s there a particular reason for

that? You couldn’t find a better place for it?
| naccessibility or...?

DENNI S R BAKER. Well, this...this particular

| ocation was...was about the only place we could get it coa
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1 approved.

2 DENNIS GARBI S: I'm sorry, the only place...?

3 DENNIS R BAKER: To get it coal approved. It had

4 to be coal approved for the coal conpany...the coal owner

5 This was the only place that they woul d approve the | ocation.

6 DENNI S GARBI S: Thank you.

7 BENNY WAMPLER: Any ot her questions?

8 (No audi bl e response.)

9 BENNY WAMPLER. Do you have anything further?
10 JIMKISER W'd ask that the application be

11 approved as submtted, M. Chairnan.

12 BENNY WAMPLER: |s there a notion?

13 MAX LEWS: | nake a notion we approve it.

14 BENNY WAMPLER. Motion to approve.

15 MASON BRENT: Seconded.

16 BENNY WAMPLER: Motion is seconded. Any further

17 di scussi on?

18 (No audi bl e response.)

19 BENNY WAMPLER.  All in favor, signify by saying
20 yes.

21 (Al nmenbers signify yes.)

22 BENNY WAMPLER: Qpposed, say no.

23 (No audi bl e response.)

24
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BENNY WAMPLER: You have approval. Thank you. The

next itemon the agenda the Board wll consider an appeal of
the inspector’s decision. Thank you, Jim. Rendered as a
result of an informal fact finding conference 11399.

SANDRA RIGGS: | was | ooking at the AFE on the...on

t he BC- 4057 on the dryhole and the conpleted well cost.
There was just a question about...normally they match up.
But there’s four different numbers there in the two columns

and we couldn’t quite figure out why. I’'m sorry.

ROBERT A. DAHLIN, Il: Ckay. Wich...which well

nunber agai n?
JIMKI SER: 4057. I’'m sorry.

DENNI S GARBI S: Yeah, nunber...item nunber 26 on our

agenda.

JI M KI SER Ckay.

ROBERT A. DAHLIN, I1: Wat nunber?

DENNI' S GARBI S: On page three.

ROBERT A. DAHLIN, I1: Ckay.

DENNI' S GARBI S: Total | ease and well equi pnent
$52,000 versus...the gross amount’s $52,000, the net amount

is $15,000 and then you have a $183, 000 versus $54, 000.
ROBERT A. DAHLIN, I1: Should be the sane

percentage. But I can see. They’re just gross and net
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anount s.

SANDRA RI GGS: We’re looking at the gross amounts

for purposes of the testinony here. The net is---.

ROBERT A. DAHLIN, Il : The net is Equitable’s

interest. But the gross anount is the total amount. It just
indicates a |l ess than 100 percent interest for our own in
house.

SANDRA RI GGS: The working interest.

ROBERT A. DAHLIN, I1: Right.

JIM KISER Ri ght.
SANDRA RI GGS: Ckay.

DENNI S GARBI S: Thank you.

SANDRA RI GGS: I'm sorry.

BENNY WAMPLER: That’s all right. Continuing to

call the...the Appeal of the inspector’s decision for
informal fact finding conference 11399 to David Roy

Mcd anahan, et al versus Consol, Incorporated. This is
docket nunber VGOB-99-07/20-0736. We’d ask the parties that
Wi sh to address the Board in this matter to cone forward at
this tinme, please.

GERALD GRAY: Good afternoon. | appreciate you al

accommodati ng ny schedule this norning. Gbviously, you have

plenty to do. So...
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BENNY WAMPLER: |If you will, state your name for the

record, please.

GERALD GRAY: My nane is Gerald Gay. | represent

Davi d Mcd anahan and Kate McC anahan who are the surface
owners involved in this appeal

MARK SWARTZ: Mark Swarz, David M|l er and Les

Arrington for Consol.

BENNY WAMPLER: Wit until everyone gets settled in

here. M. G ay.
GERALD GRAY: The...this appeal results from an

informal fact finding conference that was held on April the
18th, 1999 at the office here in Abingdon. We...
represented David and Kate McC anahan. W arrived there
after having filed objection to an application for
permt...actually three different applications. This would
be wells T-27C, D and E, which were sent to David M anahan
as an owner. No notice or a copy of that application was
never sent to Ms. MC anahan. She did appear at the hearing
and she did testify.

The application showed that all three wells...these
wells are in Buchanan County. They’re right off of Route 460
in the...I guess they’re in the Keen Mountain area. The

application thenselves...the applications that were filed
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showed that all three of these wells were on my client’s
property. W filed an application...we filed an objection to
this application on the grounds that the proposed well
site...well sites, would unreasonably interfere with or
infringe with the right of the property owner to use...use

t hat property.

During the course of the informal fact finding
conference, we were presented with a claimby Consol that
their original application and notice had been in error.

That, in fact, only one of these wells, that would T-27E, was
| ocated on the McC anahan’s property. Now, subsequent to the
hearing, a revised...a permt revision wwth plat in tract by
identifications for the wells was filed...was nailed on My
7th, 1999. It was not...wasn’t made or offered prior to the
date of that hearing. W went into the hearing prepared to
present our case to show that the wells...because of the
small size of my client’s lot, because of its location on
Route 460, that we would be in a position to...that...that
drilling the wells there would sinply prevent us from making
any use at all of this property as is indicated by the record
and the transcript fromthe hearing. The property was
accessible...not only accessible directly to Route 460. It

was under |ease to McClure Concrete Conpany on a nonth to
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month | ease at that time. 1In addition, there’s water and
sewer avail able on the property. So, we felt that it was a
very val uabl e piece of land that should not be interfered
with by the wells being drilled on that |ocation.

The Director agreed with us with respect to one of
those wells. That was T-27E. Wth respect to the other two,
W thout a prior revision having been nade before that date of
that hearing, he accepted the clains of Consol at that point
that the...that two of the wells, that is C and D, were not
| ocated on my client’s property.

The petition for appeal and what...in the decision
of the Director, he acknow edged that he did not have the
power or the jurisdiction to determ ne ownership of |and or
conflicts in terns of boundary lines. The...neverthel ess,
despite that recognition of the limtations on his power and
authority, he went forward and nade the deci sion that
the...two of those wells, Cand D...T-27 C and D were not
| ocated on their property.

The petition for appeal was brought asking this
Board to defer any final approval of the application until
there has been a determ nation by a proper Court as to the
boundary line, as well as the ownership, of the land in

question; and | would reiterate ny position before the Board
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here. | do not believe that this Board has the authority to

litigate or...and decide title issues, boundary |ine disputes
and those...those sorts of things; and the proper course for
this Board to take would be to sinply defer approval of the
permt application and let this be resolved in the Courts and
t hen be bound by whatever decision the Court nakes.
It...it...to me, it’s useless for the Director to acknowledge
that he doesn’t have the power to make such a decision and
then proceed to nmake it anyway. So, | would ask this Board
to...to sinply defer approval and let this matter be

litigated in...in the Courts. We’re going to rely on the
evi dence that was presented and is show in the transcript. |
assume there’s been a transcript filed with the Board here.

BENNY WAMPLER. We have it. (Ilnaudible).

GERALD GRAY: We’d rely on that.

BENNY WAMPLER: All right. Any questions at this

time from nenbers of the Board?
(No audi bl e response.)

BENNY WAMPLER: M. Swart z.

MARK SWARTZ: | woul d summari ze what happened at the

heari ng and you have the transcripts, so you have a sense of
what happened. But essentially, when ny clients first

contacted Mr. Gray’s client, they asked...had identified him
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as a potential owner, and they said, this is where we’re
thinking about putting the wells. Where’s your property? He
indicated to themthat he had the whole area. They took him
at his word. Wen they |ocated...when the objections were
filed and they were in the process of preparing the plats,
they determ ned that he owned a tiny little triangle of |and
as it turns out, and he did not owmn the entire area; and that
actually two of three wells were not on his property.

And essentially at the hearing, we brought maps.
David, who is here today, did the maps, did the title work
and he has done nore work since then. | have sone additional
maps | thought I would share with you today. As |ong we have
done the work, you mght as well see that we have. But
essentially our position was that two of three wells were not
on the Mcd anahan property. M. Ful ner accepted their
argunents that the one well that was proposed to be on their
property would, in fact, inpact on their interest adversely
to an extent that he felt he should deny the permt
application, and he did.

Wth regard to the...as | understand his ruling,
wth regard to the two wells that were not |ocated on their
property, he sinply held that we had certified the plats and

certified the location and that the departnent was bound to
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accept that. We weren’t required to make a certification,
but having nmade a certification as to their |ocation, the
departnent was required to accept that certification of their
right to operate on that property, and he was prepared to do
that and sinply punted, ultimately, | guess...you know, if
there is a title dispute...that title dispute to the...to the
Court if the McClanahan’s chose to...chose to pursue it.

So, essentially what it boiled down to was a
contention that frankly, two of the three wells were not
on...not on their land. W have since the hearing prepared
sone additional maps, which | would like to share with you
all just to sort of follow through on what we had tal ked
about in front of M. Ful ner.

The first map places the tract out of which the
McCl anahan was taken in relation to Route 460. Route 460 is
depicted in red and the tract, | think, it was...David, was
it a grandnother? It was a relative of Ms. Md anahan.

DAVID M LLER. Ethel Flem ng was his relative...it

was a relative of Ms. Md anahan.

MARK SWARTZ: Mrs. McClanahan’s---.

GERALD GRAY: It’s her nother.

MARK SWARTZ: She owned this larger tract that was

pl atted on here and you can see that there is a portion on it
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that intercepts Route 460 and the part that we’re talking
about is the little tiny triangle to the East of 460 that’s
shown on your map that I’ve just...just passed out. We also
have prepared, and that’s Exhibit One, we also have prepared
a total map on which David has overlaid the adjoining tracts
and depi cted again on Route 460.

And what is depicted on this exhibit, Exhibit
Three, the little yellowtriangle is the McC anahan tract
that Mr. Gray’s clients...at the hearing, in front of Mr.
Ful mer, | asked them what deed they were cl ai m ng under,
because | felt it was inportant to deternmine...be certain
what it was and they identified the deed that describes the
triangle, or conveys the triangle on the...on the East side
of Route 460. So, they acknow edged at the hearing, and
you’ve got the transcript, I’'m sure you saw that reference;
and this...this is how that deed description plats. This
al so locates the two wells as red dots that M. Ful ner
granted permit applications and you can see that they’re, you
know, near by, but not on the property and it...what it also
does, is it takes the...the adjoining Hugh McRae tract, the
Cakwood Hydraulics tract and a Youkon Pocahontas tract, and
it kind of fits themall together to show closure. That the

plats do, in fact, work and do cone together. And then
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we’ve done a...we sort of focused in on the area that we’re
tal king about and this is Exhibit Two.

On Exhibit Two, again, locates the...locates the
McCl anahan tract, which is yellow It |ocates the permtted
wells. It locates the portion of the larger tract that this
cane out of and the dotted red lines are the angl es taken
fromthe deed description that the MO anahans cl ai m under.
As we fit the property together, we think it fits the way
we’ve depicted it in the solid lines, but we also platted the
angles taken out of the...out of the deed of Mr. Gray’s
clients so that we could see what else fell in relation to
the permtted wells.

The last exhibit that I would share with you
is...we’'ve called it Exhibit Four, but it’s really a State
H ghway map from 1969 that was done when 460 was bei ng
constructed, | think. And we had these State H ghway maps at
the hearing in front of M. Fulner and referred to them as
well. |If you go over to the...to the right hand side of the
map, there’s the phrase, Ethel...or the words, Ethel Fleming,
and that you’ll see catches the triangle tract very...you
know, conpares very favorably to the work that we done.
t hi nk we have done and just offered to sinply suggest that,

you know, soneone else without an interest in the outcone
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here has platted this very close to what we have.

The point of the further mapping is sinply to
continue to drive honme the point that the two permts that
M. Ful mer issued sinply are not on their property and that
we have a basis to certify that. Okay, not that we’re right
or we’re wrong, but this is our basis to certify to the
departnent that these well |ocations are not on the
McCl anahan tract; and the other basis, of course, is the deed
that they claimthey do. | would like to have...if | could
have David comment a little bit with regard to Exhibit Two.
| think the rest of things sort of speak for thenselves. But
if we could have David sworn.

(Wtness is duly sworn.)

DAVID M LLER

havi ng been duly sworn, was exam ned and testified as
fol | ows:

DI RECT EXAM NATI ON

QUESTI ONS BY MR SWARTZ:
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Q David, who do you work for?

A Price Engi neering.

Q And does Price Engineering have a
contractual arrangenent wi th Pocahontas Gas Partnership or
Consol ?

A Yes, they do.

Q Ckay. And are you provided on a contract
basis to do work for thenf

A Yes, | am

Q Ckay. Were...were you involved in the

preparation of the exhibits that we’ve shared with the Board

t oday?
Yes, | was.
Q Did you actually go out and visit the
property?
A Yes, | did.
Q Ckay. Could you tell the Board the things

that you found on the ground that hel ped you prepare Exhibit
Two?
A After the hearing in April, | nade a visit
to the property to see if |I could find any nore infornation.
I found a...if you’ll notice on the plat marked Exhibit Two,

| found a roof bolt that had orange paint on it that sonebody
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had put there before to signify a property corner. | had the
field crews locate that. You’ll notice the blue dots coming
up the side of the plat here. That’s a painted line that
Georgia Pacific....they paint their boundary lines. | found
a set stone that Georgia Pacific, or sonmeone had set with
a...it’'s a very definable set stone with a big circle in the
top of it and the arrow. ..outside boundary calls for a spruce
pine on top of the hill and we also found a spruce pine with
t hree hack marks.

Q And that deed...and that spruce pine with
three marks was in the Flem ng deed?

A Ri ght .

A carved---7?

A No, hers...hers was here.

Q Ckay.

A Down here.

Q Ckay. It was in a Georgia Pacific deed?
A Ri ght .

Q Ckay. But that allowed you to at | east

establish this corner?
A It helped ne to establish. | found two
known points on the ground and plus the roof bolt. So, it

hel ped us to project this line through...you know, to at
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| east tell where the property was at. W found enough

physi cal evidence on the ground to really nail down where we
t hought the piece of property was at. And also |like |I said,
the broken line is in, you know, shows how it would be if we
used the description in the Mcd anahan deed which nmakes it
even nore favorable for us.

Q Did you al so have access to the Cakwood
Hydraulics’ deed and was there any information in that deed
t hat was of assistance?

A Yes, we found...we had the OGakwood
Hydraulics’ deed that fit in really well with the...with the
deed, the southern line of the MO anahan tract and al so the
Oakwood Hydraulics’ deed had coordinates on it that fit along
the sane bearings as the line that we have on the plat.

Q And was this a map...Exhibit Two, a nap that
you have prepared to depict where the well...the well that'’s
been drilled and the other well that’s been permitted are in
relation to the Mcd anahan tract?

A Yes, it is.

Q Okay. That’s all I have of David.

BENNY WAMPLER: Questions from nenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER M. Gray, do you have any questions
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for hinf

CROSS EXAM NATI ON

QUESTI ONS BY MR GRAY

Q M. MIller, | believe you testified at the
informal fact finding conference that your crew had been
unable to locate any evidence of prior surveys, isn’t that
correct?

A That’s correct.

Q And you can’t tell the Board here when that
roof bolt that you saw...when that roof bolt was put in or
who put it there?

A Well, actually the first tine that the crews
went out, there was a grown up weeded area. | | ooked through
my survey notes and actually the roof bolt was found in sone
of our old survey notes that match...that matches the exact
coordi nates of the coordinates that we found after the
hearing that was located prior to the meeting that I wasn’t
awar e of.

Q All right. And you don’t know who put that
roof bolt there?

A | have no idea.

Q O how long its been there?
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A No.
Q The...the original survey description
contained in the Flem ng deed fromthe |arger parcel, how old

was that original survey? Do you know?

A It's pretty old. I don’t know the exact
date. I don’t have the deed in front of me.
Q And it would not surprise you, as a

surveyor, to see that there would be sone discrepancy if you
were to take the netes and bounds description fromthat deed
and just put it on a plat between what that calls for and
what’s on the ground today?

A Ri ght .

Q And, in fact, if you take that point that
you’ve located and rotate it ever so slightly, we end up with

one of those wells on that property, isn’t that true?

A No, sir, it wouldn’t rotate that far.

Q Ckay. How far would it rotate?

A Well, I'm showing both rotations on the
maps.

Q But what you’re showing is in the red

dots...that’s what I'm looking at, the red dashes, as I
under st ood your testinony, are plotted fromthe deed

description itself?
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A Ri ght .

Q Okay. And that’s...I’'m making reference
to...explain to the Board, please, what...what principals are
involved in determning the difference between an ol der
survey and what one finds fromusing...doing a survey today?

A Well, if you’ll see on this plat, the
actual ly physical evidence that we found on the ground
doesn’t...you know, like you’re correct over...over the
years, surveys can vary by an angle or degree or so, may
sometimes more, sometimes less. If you’ll notice on the
pl at, the physical evidence that we found on the ground, the
bearing difference is very mninum The distances are off
sone, but the bearing distance is very mninmum Not enough
to swng that up to get that well on a property.

Q Al right. And part of the difference is,
as | understand it, has to do with the rotation of the earth

and that sort of thing?

A Ch, certainly. In other words, nagnetic
Nor t h.

Q Yes.

A It varies. But what nmagnetic North does
it’1l...it’11 vary one way and then it’1l1l come back and it
will ride the other way and it will come back. So, what
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magnetic North, you know...there’s not that big of a
di fference.

Q But at any rate, you’re not prepared to tell
this Board here what...what roll magnetic North...true
magnetic North played in your effort to |locate this property
on the ground?

A Well, magnetic North doesn’t affect you a
great deal anyway when you find physical evidence on the
ground. Magnetic North is sonething a guideline to go by
when you start a survey, but you physical evidence on the
ground. That over...overrul es bearings and di stance.

Q The blue dots that we see here, did...did
understand you to say...or did you, in fact, say that the
bl ue dots there were part of the painted |ine?

A A painted line, yes.

From CGeorgia Pacific?

A | assune Georgia Pacific.

Q All right. And why do you assune that?

A That’s how they commonly mark their property
lines.

Q Did you check with Georgia Pacific to see

if, in fact, they had nmarked this |ine here?

A. We have di scussed with them not
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particularly on this line, but we have di scussed the...how
they marked their lines in the past and one our enpl oyees
used to work for Georgia Pacific and he said that’s how they
mark their lines and he was pretty certain that the set stone
was their set stone.

Q The...so, we have the set stone there on the
| eft just underneath the S-67 and then we have sone bl ue dots
in the center of that Iine with sone blue dots off to the
right of that |ine?

A Yes, sir.

Q All right. And these are supposed to
indicate the Georgia Pacific |line?

A Yes, sir.

Q And does the Georgia...what...what’s the
call for the Georgia Pacific line? 1Is it the sane as we see
witten here?

A It’s a common within a few degrees.

Q But, in fact, fromone point to another
it’s a straight line rather than what we see depicted on
the...on the draw ng here?

A Well, what you see on the blue dots is...is
soneone taking a conpass and goi ng out and painting between

the set stone and anot her corner and painting trees
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along...they’ve painted the closest tree to the line. They
didn’t necessary say that was, you know, dead on it. They’re
saying the set stone is our corner and we’re going to paint
bet ween our two corners as close as we can.

Q All right. So...so, what you’re telling the
Board is that these blue dots don’t indicate the lines, it
just indicates where sone trees where that soneone painted
on?

A It indicates where CGeorgia Pacific thinks
their lineis. That and in the proximty and the set stone

confirns that.

Q And who set the set stone?

A I’'m assuming Georgia Pacific.

Q Is it called for in any of the deeds?

A No, it calls for a white oak, but that white
oak is an call. The set stone fits and there’s some white

oaks in the area. The set stone fits relatively to what the
deed calls for.

Q So, you don’t know where that...the white
oak that was called for in the coordi nates?

A There’s a white oak just above the set
st one.

Q Did it have any marks on it to indicate that
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it was a corner tree?

A No, sir.

Q How big is the tree?

A I'd say thirty-six inches. 1It’s an old
whi t e oak

Q All right. That’s all the questions I have.

BENNY WAMPLER: Any questions from nenbers of the

Board? Do you have anything further?
MAX LEWS: How close is their line to where this
first well is here?

DAVI D M LLER: Where’s your scale, Les?

(Les Arrington hands David MIler his scale.)
DAVID M LLER. Fromthe center of that well to the

line...on the center---.
MAX LEWS: I'm talking about the edge of the---.

DAVID M LLER: Well, this dot...you can’t really

depi ct that because the dot is going to be a |ot higher than
what - - - .

MAX LEW S: Yeah, | know that.

DAVID M LLER Fromthe center of that dot to the

line is about 40 feet and that well hadn’t been drilled.
So. ..

BENNY WAMPLER: O her questi ons?
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(No audi bl e response.)

BENNY WAMPLER: Do you have anot her w t ness?

havi ng been duly

foll ows:

QUESTI ONS BY MR

LES ARRI NGTON

sworn, was exam ned and testified as

DI RECT EXAM NATI ON

SWARTZ:

Q

o > O »

oat h.

Q

Fulmer’s office?

A.
Q

M. Arrington.

Yes.

Wul d you state your nane?
Leslie K Arrington.

I want to remind you that you’re still under

Yes.

Have...did you file revised plats with M.

Yes, we have.

And have you, by the filing of those plats,

certified that the two wells that we’re talking about today

are, in fact, off the Mcd anahan property?

A
Q

Yes, we have.

And does the basis of your certification in
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that regard and others from your conpany, because obviously
the plat is signed by soneone else, but is the basis for that
certification, the work that David and others have done to
| ocate the McC anahan tract on the ground?

A Yes, it is.

Q That’s all I have.

BENNY WAMPLER. Questions from nenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER. M. Arrington, you are aware that

granting of a permt doesn’t grant you right of entrance?

LES ARRI NGTON: Yes, we are.

BENNY WAMPLER: Do you have any questions of that

W t ness?

GERALD GRAY: Yes.

CROSS EXAM NATI ON

QUESTI ONS BY MR GRAY

Q M. Arrington, the...the revised plat that
you filed on May 7th with the Board, did you ever submt an
anended application and provide notice as...as the |aw

requi res?
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A l...1 filed the revised plats with M.

Fulmer and | believe | also nmailed yourself and your client a
copy.

Q So, you’re...or what you’re telling us you
mai |l ed the application for...an anmended application for a new
permt to all the parties set forth in the origina
appl i cation?

MARK SWARTZ: I’'m going to object to the assumption

of your question that he had filed a new application. He'’s
told you what he filed. He filed the plats. You’re arguing
with him that he was supposed to file an application. I'm
objecting to that.

CERALD GRAY: No, I'm simply asking him a question,

Counsel . (Object away.
Q And your answer, sir.

BENNY WAMPLER: Let Les answer the question.

A W filed anended...revised plats as
requested during the informal fact finding hearing.

Q And so that verifies there was no...no
anended application and new notice, correct?

A | suppose, yes.

Q Now, the...your counsel asked you if you

wth these revised plats, if that constituted your
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certification that the wells were where you clainmed themto

be, correct?

A Qur revised?

Q Yes.

A Yes, they did.

Q And didn’t you make that same certification

when you presented the first application that the wells were

on the property that you clainmed that they were | ocated on?
A Well, we did. But we continue to do our due

diligence to make sure that we’re as accurate as we can be.
Q All right. That’s all the gquestions I have.

BENNY WAMPLER: Questions from nenbers of the Board?

(No audi bl e response.)

BENNY WAMPLER. M. Ful ner, do you have anyt hi ng

that you’d like to say?

TOM FULMER: In regards to...to the decision it’s

pretty nmuch self explanatory. Wat | do have in here, |
woul d enphasi ze to the Board, that when | do nake a deci sion
in....there’s property disputes and line disputes granted
that ny decision is not based up disputes of property because
that occurs everyday in every permt | get as to who owns
what. It’s basically...this decision involves whet her or not

there was cl ear understandi ng that these wells were not or
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was on the Mcd anahan property; and to certain testinonies at
the informal hearing, it was indicated that possibly two of
the wells were not on the McCd anahan property. There was
sone di scussi on again about alternative |ocations and there
was not an alternative given by either parties. So, taking
those facts in hand, that’s where the decision came from...my
decision in these cases invol ved what was determ ned.

BENNY WAMPLER: Do you have any sunmary remar ks?

GERALD GRAY: Basically, | would reiterate the point

| tried to nmake in ny opening here. The lawis quite clear
that the director does not have the jurisdiction or the power
to resolve a boundary line dispute, particularly in the
context and the ownership dispute. Particularly in the
context of what we have here where the...ny clients had
notice of an application that showed all three wells are
located on their property. They’ve testified that the well
sites as identified on the land...as identified on the |and
are, in fact, a property that they own. That they’ve
controlled for a number of years even though they didn’t have
a deed for it until 1991 and then a lease in 1992. They’ve
filled that area and inproved it back in 1982. There was, in
fact, according to the record, there was a concrete pl ant

| ocated on...in the sane area which the wells are proposed to
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be drilled. So, we think there’s a genuinely bonafide
di sput e about the ownership of this property.

The...the lack of notice, and |I understand that
it’s sometimes difficult for applicants such as Consol to
actually go up and | ook at a deed for ownership and determ ne
that the deed is in the nane of a husband and a wi fe rather
than just the husband. That’s certainly something they have
to do. They...but we didn’t raise that initially. But the
reason | raised it in the petition for appeal is because
there’s been an amendment made in the...in the map that we
didn’t have notice of.

So, we think that...that the director errored in
his decision. W think that the nere fact that an applicant
certifies that the wells are where they’re located and they
do have a right of entry, isn’t sufficient particularly when
there’s a genuine issue of ownership and boundary line. The
proximity of these wells is close enough to my client’s
property that will simlarly deprive themof the use of this
property; and we would ask that the decision of the director
be reversed.

BENNY WVAMPLER: M. Swart z.

MARK SWARTZ: There has never been any evi dence

offered to suggest that there’s something wrong with this.

153



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O b W N — O

)
1

At the hearing they said this is the deed we cl ai m under.
This is how it plats. It’s a 120 by 80 by 90. 1It’s .0800 of
an acre. You know, I mean, it’s a tiny little triangle.
There was no evidence at the hearing that the description was
wrong. This is how it plats. We’ve had it surveyed. This
is how we locate our corners. There’s absolutely nothing.
The entire...what you’re hearing today, you had it wrong when
you filed your application and that’s evidence of title. I
mean, forget it. You know, we platted the nmaps as we
understood themin the beginning. Got the objections. GCot
out there and did the work. This is our plat. This is our
reconstruction of what...how the | and | ays on the ground.
You’ve gotten absolutely nothing at all from your appelates.
Zero.

And the only issue, | think, in front of the Board
is whether or not nmy client had a good faith basis to certify
that they had a right to be on the surface of the property
that they were seeking a permt fromwhen they were in front
of Mr. Fulmer; and the only reason I'm offering these maps to
you is to show that when M. Arrington files the application,
and files the anended plats, and when M. Myrgan signed off
of these plats, they had a good faith basis based on the work

that David has done and ot hers have done to nake that
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certification and that’s...you know, that’s the purpose of

what I’ve offered to you today. And I...you know, I read Mr.

Fulmer’s decision, although with apologies to him, it’s
somewhat confl uted because these cases get very confusing,
a decision that we had a good faith basis to nake the
certification and he has to take our word for it, if it
appears that we had a good faith basis to nmake the
certification, but with regard to the well that we concede
was | ocated on the MO anahan tract, he felt that it would
inpinge on their rights to use that tiny little piece of
property and he denied the permt and we have not appeal ed
that. We’re living with that decision. So, that’s my
concl udi ng remarks.

BENNY WAMPLER: Ckay. Thank you. Any questions

from nenmbers of the Board. M. Garbis.

DENNI' S GARBI S: Yeah, | do have a question. You

say...is...do you already have a permt for that? | nean
you already have a permt for those?

MARK SWARTZ: W had two permits. Right.

DENNI S GARBI S: Way...why do you have two wells so

cl ose together?

MARK SWARTZ: Tt’s a longwall panel and there are

of fsets. Les, go ahead and---.
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LES ARRI NGTON: It’s location driven. I meah,

we...we have so many wells we have to get in a certain
distance and that’s the reason there’s two wells on one site.
W will try our best to use the smallest anpbunt of area as
possible to get the wells in and that’s what we’ve done
there, put two wells on one site. However, in this case, we
have worked it out to where we only have to have one well
there at this point and we’re only going---.

DENNI S GARBI S: There’s no other available site or

there’s no other location that could accommodate your needs?

LES ARRI NGTON: No, sir, there was not.

TOM FULMER: | just want to proffer that a little

bit because I didn’t go any...a little bit further. Was the
fact that the wells were being drilled directionally into the
panel s.

DENNI S GARBI S: Ch, okay.

TOM FULMER: Ckay. And that these were goi ng South

of this location and what you have South of the location is
460 and what you’ve got above it is a sheer mountain that
goes straight up and that was evidence that was presented in
that regard, if that hel ps you any.

DENNI S GARBI S:  Un- huh.

BENNY WAMPLER. O her questi ons?
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MAX LEW S: If you’re going...you said you were just

going to drill one of these wells?

MARK SWARTZ: It’s already drilled.

MAX LEW S: It’s already drilled?

MARK SWARTZ: The northern one is drill ed.

MAX LEW S: And you don’t intend to drill any more?

MARK SWARTZ: Not at this point.

MAX LEWS: Not at this point?

MARK SWARTZ: So, we’ve got a permit, but we don’t

plan on drilling. Isn’t that what you said?

only need

t he---?

property?

LES ARRI NGTON: That’s correct. At this point, we

one well there.

MAX LEWS: Did you drill the one the closest to

LES ARRI NGTON: No, the furthest away.

MAX LEW S: The furthest away?

LES ARRI NGTON: Yes, sir.

MAX LEWS: How far is it away fromthe MO anahan

LES ARRI NGTON: We’1ll have to...we’ll have to scale

t hat di stance agai n.

MAX LEWS: You said that other one was 40 feet,

approxi mately 40 feet.
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MARK SWARTZ: Do you need your glass...I’d better

give it to David.
DAVID M LLER Approximately 80 feet.

MAX LEWS: 80 feet. Yeah, but this one is 40 feet.

MARK SWARTZ: To the center.

MAX LEW S: Yeah.
DAVID M LLER: To the center of it.

(Dennis Garbis and Sandra R ggs confers anong
t hensel ves.)

DAVID M LLER. Because if you went by that circle,

where they have to draw the circle, sure enough, that circle
is 30 feet in dianeter.
MAX LEW S: Yeah.

DAVID MLLER So, | had to go to the center of it

get a accurate...because you’re looking at a well head that’s
not, you know, this nuch.

MAX LEW S: Yeah, | know.

BENNY WAMPLER: O her questi ons?

DENNI S GARBI S: Let ne ask a question---.

MAX LEWS: How far are you fromthe edge of 4607

DAVID M LLER: What we...what we’re showing on here

is the right-of-way line for 460. The actual road is further

over. We’re about...it looks about 25 feet...25 to 30 feet
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fromthe right-of-way |line which puts us even further from

t he asphalt edge.

drill ed?

Sout h has

drilled.

apart .

line?

BENNY WAMPLER: M. Gar bi s.

DENNI S GARBI'S: |Is the northernnost well already

MARK SWARTZ: Yes.

DENNI S GARBI S: The one South of that...80 feet

not been drill ed?

MARK SWARTZ: Well, 40 feet South has not been

What David is suggesting is they’re about 40 feet

DENNI S GARBI S: Ckay. And about 80 feet from--?

MARK SWARTZ: The furthest one---.

DENNIS GARBIS: ---plus or minus fromthis property

MARK SWARTZ: The northernnost one is about 80 feet

fromthe cl osest property |ine.

BENNY WAMPLER: The first...the first one you cone

to, he’s saying it’s 40 feet to the center.

DENNI S GARBIS: Right. R ght. Yeah. So,

this...thisis....fromhere to here is roughly---?

BENNY WAMPLER: About 80 feet.

DENNI' S GARBI S: And what relief right...what relief
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are you seeking? Wat do you want? \What is your---7?

GERALD GRAY: Well, we don’t...we don’t believe that

the director has the authority to determ ne the boundary |ine
or the ownership of the property. The...that we went there
prepared to present evidence on the application that had been
filed which showed that all three wells are to be on ny
client’s property. The director acknowledged that he did not
have the authority to determ ne boundary |ine dispute and
then proceeded to do exactly that.

So, we...we believe that...that this either needs
to be...we believe...| believe that the Board ought to sinply
defer making a ruling on the application and let...let this
boundary |ine dispute or ownership be litigated.

DENNI' S GARBI S: But the well has al ready been

drill ed.
GERALD GRAY: Yes.

DENNI S GARBI S: | have di sconnect here. I f the wel

is already drilled---.

GERALD GRAY: Well, I wasn’t aware that the

well...the well had already been drilled until it was just
announced here today.

DENNI S GARBI S:  Un- huh

TOM FULMER: Well, you know, since it’s my decision

160



© 00 N o o b~ w N P

NNNNDN R R R R R R R R R
A W N b O © 00O N O O B W N — O

)
1

that we’re dealing with, then you’ve got to think about the
process, and even though it had been on the MC anahan
property, | would have ruled that it infringed upon their
rights no matter if it was on there or not. So, that would
have been a ruling on that...and being connected in whether |
determ ned the property line, it is (inaudible).

SANDRA RIGGS: | think the controlling statute is---

MAX LEWS: If it had been infringed---.
SANDRA RI GGS: ---45.1-361-35(B4).

MAX LEWS: If it would infringe up on their use of
their property.

SANDRA RI GGS: 35(B4), says “the only objections to

permt, or permt nodifications, which may be raised by

surface owners are: and four is; that the | ocation of the

coal bed nethane well, or the pipeline, will unreasonably
i nfringe upon the surface owners use of the surface provided,
however, that a reasonable alternative site is avail able

within the unit and that the granting of the objection wll
not materially inpair any right contained in an agreenent
valid at the tinme of the objection between the surface owner
and the operator or their predecessors or successors”. And

my understanding is, there’s...there is no agreement between
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the surface owner. So, we’re talking about the first part of
the however and that is whether there is a reasonabl e
alternative site avail abl e.

MARK SWARTZ: Well, and you’re talking about

infringe. I mean, we’re certifying that it’s somewhere else.

SANDRA RI GGS: Tr ue.

MARK SWARTZ: Having made that certification, we’re

saying we have a right to operate on that property and they
don’t own it. I mean, you know, if he really felt as
strongly, and his clients did, about what you’re hearing
today, we go to Court for injunctions all the tine to
exercise our rights that we claimwe have. |[f they felt that
strongly that they own this property, they could have gone to
Court and gotten an injunction, or tried to get an

i njunction. I mean, it’s not like the...that their only
remedy is in front of you all. And, you know, ny...they are
not without other renedies that they could have used if...if
they felt they own this adjoining tract; and where I’'m coming
fromis, how can sonething you do on somebody else’s
property, and we’re certifying it was somebody else’s
property, have an inpact on their use of their property. |
mean, when we’re done, it’s going to be a little tiny thing

coming out of the ground. It won’t even cast a shadow on
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their land and if they contend they’ve got a property issue,
they need to get to Court about it and they are still going
to have an opportunity to do it. And all I'm here on is, we
have certified to you all and we have shown a good fait basis
for that certification, I think you’re bound by it, and I
think M. Fulnmer was bound by it. On the one where we
certified that we were on their property, he concluded with a
tiny piece of ground |ike that, it would have, you know, had
a significant inpact on their property and he wasn’t going to
grant the permit and he didn’t.

BENNY WAMPLER: Now, wait..let’s don’t---.

MARK SWARTZ: And I really can’t argue with that.

BENNY WAMPLER: Let’s don’t open up for additional

argument here. We’ve got the question answered, | think.
Any ot her questions?
(No audi bl e response.)

BENNY WAMPLER: |Is there a notion?

MASON BRENT: M. Chairnan, | think, | would have to

move that we uphold Mr. Fulmer’s decision on the basis that
he’s been provided certification that this well is not on the
McClanahan property. I’ve not seen any certification that
tells me otherwise. On that basis, I think, I’'d just have to

be in support of the inspector’s decision.
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BENNY WAMPLER: | have a notion to support the

inspector’s decision. 1Is there a second?

DENNI S GARBI S: For nore discussion, | nean,

particularly at this point the well is drilled. Is it a 100
percent conplete?

LES ARRI NGTON: Yes, it is.

MARK SWARTZ: | think so.

LES ARRI NGTON: Yes, it is.

GERALD GRAY: Do you have your (inaudible) up there

and everythi ng?

LES ARRI NGTON: Gone...it’s been removed. The site

has been replanted. The well...the fence is around the well.
| mean---.

MARK SWARTZ: W have a video if you want to...if

you want to see it.

MAX LEWS: When you drill...is sone of this
property around that well been damaged by m ni ng and
drilling?

LES ARRI NGTON: I'm sorry.

MAX LEW S: Has sone of the property around this
| ocati on been danaged by m ni ng?

LES ARRI NGTON: Around this well? No, sir.

MAX LEWS: O close to the wel |l ?
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LES ARRI NGTON: As far as mning goes, | work on the

gas end.

DENNI S GARBI S: | second.

BENNY WAMPLER: Motion is seconded. Any further

di scussi on?
(No audi bl e response.)

BENNY WAMPLER: All in favor signify by saying yes.

(Al nmenbers except Max Lewis signify yes.)
BENNY WAMPLER: Qppose say no.

(Max Lewis signifies no.)

BENNY WAMPLER: Three yes and a no. It’s up held.

Thank you.
MARK SWARTZ: Thank you.

BENNY WAMPLER: That concl udes the agenda itens

today. M. King did ask ne...before the Board gets gone,
asked nme to consider for ...he has a conflict this nonth and
every other nonth and he asked that, starting Septenber, if
we woul d consider an alternate date, if we keep it the third
week. Alter...alter...is there an alternate day that third
week that would be better? I told him that we couldn’t for
August because, you know, that starts nessing with all the
agenda itens. |s there a day...yeah, | was trying to keep it

around the sane week because it starts interfering with other
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ki nds of schedules. On third Wednesday? Wdnesday?
MASON BRENT: Sure. The Wednesday, the day after

t he nornmal day.

BENNY WAMPLER: Yes.

DENNI S GARBI S: Actually that’s better for me.

BENNY WVAMPLER: Is it?

DENNI S GARBI S:  Uh- huh.

BENNY WAMPLER: All right. You got that?

TOM FULMER: You want to nove it to Wdnesday?

BENNY WAMPLER: Not next nont h.

TOM FULMER: Wul d start in Septenber.

BENNY WAMPLER: Starting in Septenber.

TOM FULMER: Ckay. M. Chairman, next nonth we w ||

be back here because we could not get the coll ege.

BENNY WAMPLER: Ckay. Thank you. That...unl ess

there’s anything from the Board members, that concludes

today’s agenda.

STATE OF VIRG NI A,
COUNTY OF WASHI NGTON, to-wit:
|, SONYA M CHELLE BROWN, Court Reporter and Notary
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Public for the State of Virginia, do hereby certify that the
foregoi ng hearing was recorded by ne on a tape recording
machi ne and | ater transcribed by nme personally.

G ven under ny hand and seal on this the 11th day

of August, 1999.

NOTARY PUBLI C

My comm ssi on expires: August 31, 2001.
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